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Financial Highlights
BB HE

KEY FINANCIAL PERFORMANCE
ETERMBERA

For the six months ended 30 June
HERA=THILAXER

2023 2022
—EBE-=F —F-—
PoP Change RMB’000 RMB'000
R HR ARBT T ARBTT
Revenue g 14.5% 987,498 862,722
Gross profit EF 93.2% 170,994 88,523
Gross profit margin ek 17.3% 10.3%
Profit/(loss) before tax B AR A, (B 18) N/A 7 F 59,081 (8,872)
Profit/(loss) for the period HAaEF, (BER) N/A 7 F 29,366 (22,271)
Profit/(loss) for the period attributable to RATHEE AERER
owners of the Company wmA (E1E) N/AT~E A 50,655 (4,771)
Adjusted EBITDA* 4 S FE EBITDAY 98.1% 129,227 65,245
Earnings/(loss) per share — basic BREF, (BE) &K
(RMB cents) (ARED) N/A i@ B 15.1 1.4)
# Adjusted EBITDA is earnings before accounting for bank and other interest income, — # KAEEEBITDA B R ERIT R E M A S A -
inferest expenses, taxes, depreciation and amortisation, fair value gain (loss) on MEXH HHE HELREH BAFE
financial assets at fair value through profit or loss and investment income from FFABENSREEATEREZ (B8 &
financial assets at fair value through profit or loss and net exchange gain (loss). BAFTEAAERNEREAERERAR

PE W am (B51R) FERRIHI &R -

L J—
i /'
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Financial Highlights

MBBE

PATIENT VISITS
fm A AR FEMZEWSIGE
Thousand Visits T A X
Cardiovascular related disciplines
© 2021 DMERBRE
2022
® 2023 . Emergency medicine related disciplines

SLERNE

. Orthopaedics related disciplines

No. of inpatient visits BRARNE

ERAR

0&G related disciplines
RENBENE

695 s

No. of outpatient visits

FIBBAR

No. of
Physical examination visits

EBRAX

Neurology related disciplines

HEBREEENE

. General surgery related disciplines
ERIMIBRENE

WRERRE

. Other disciplines
HABRRARRE

Internal medicine related disciplines

Vi
REVENUE PROPORTION BY MAJOR HEALTHCARE DISCIPLINES*

V4

REVENUE PoP OF MAJOR HEALTHCARE DISCIPLINES*
EEMEHA KRR

RMB'000 A R F 7T

144,01095,242

© 2023 @ 2022 |
112,43595,339 106, 499‘1 14,054
61,728 55,662 63,17557,215
41,884 44,210 50,08343,681
i' 34,5i ing I' 35,3i i446
Ortho- Nephrology Internal General Emergency Neurology Cardiova- Oncology
paedics related medicine  surgery medicine  related scular related reIoTed
related disciplines  related related related disciplines re_lot_ed disciplines  disciplines
disciplines disciplines  disciplines  disciplines disciplines
B} 2R AR TEINEE =22 BRESE LT fE ImEER
BARZE BRERE BEtlE  AERNE GENE  AENE BENE BEHE

* The amount does not include revenue from rehabilitation and other healthcare services and elderly healthcare services.

* ZERTRERE RGO ER R REFBRRGAOUKS

163,347154,172

61 ,024‘46,766

23, 81321 488

22,975 15,739

Medical Paediatrics  Physical
aesthetic  related examinat-
related disciplines  ion
disciplines

BE2XA Bt
BEAR=E

Other
disciplines

Hf
BRI =

74
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Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW AND OUTLOOK

Business Overview for the six months ended 30 June 2023

The year 2023 marks the first year of implementation of the guiding principles
of the 20th CPC National Congress, and a crucial year for the advancement of
China’s “14th Five-Year Plan”. From the initial recovery to relaxations of COVID-19
controls in late 2022 and complete lifting of pandemic measures in 2023, there
has been insufficient and lack of growth momentum in the economy. China’s
economy showed moderate signs of recovery across different sectors. The three-
year pandemic has fransformed the healthcare industry in China, in particular,
medical service providers and all levels of the supply chain in the healthcare
market are undergoing critical tfransformation as well as facing cyclical changes.

EHEEMEZ

BHE_ZT_=FA=1THIEXEANH
EXBHE

TR CEREREEEMN T RIBEN
ABEZF MEHEFRR[+HEAE]ES
FRTHEE—F K& VNER 3 =F
T FERNECOVD-9EE AR T =

FEEMBERIRER  SFEERB TR -
R8N - PEKEETRFSBET LR
FMWEENR - REA=FHNRBERETHE
MEBEBRREITE  FHRBEBERGREHE R
BERREMESHNSNEEETENERED
AP - WHERBHER -

Since the beginning of 2023, national and local governments have launched
a series of measures to stimulate consumption. From the beginning of year
2023, the government has introduced a series of supportive policies for the
development of the healthcare industry. In the first half of 2023, our business
has shown signs of recovery with overall patient visits regaining a growing
momentum. From March 2023, as all pandemic restrictions were removed,
demand for medical services were released, and the volume of patient visits
have grown significantly. During the Reporting Period, the Group’s consolidated
revenue amounted to RMB987.5 million (six months ended 30 June 2022:
RMB862.7 million), representing a period-on-period increase of 14.5%. The Group
recorded a consolidated profit of RMB29.4 million for the Reporting Period as
compared to a loss of RMB22.3 million for the same period last year. In 2023,
we are committed fo offering better service quality, more patient centric focused
and comprehensive healthcare services by enhancing our service offerings and
strengthening patients trust and recognition of the Kanghua brand.

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023
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Management Discussion and Analysis

In the first half of 2023, our hospital services segment recorded an increase in
revenue of 14.1% as compared to same period last year. The Group’s self-owned
hospitals (making up our hospital services segment), namely Dongguan Kanghua
Hospital ("Kanghua Hospital’), Dongguan Renkang Hospital (‘Renkang Hospital’)
and Chongging Kanghua Zhonglian Cardiovascular Hospital ("Kangxin Hospital”)
have recorded changes in revenue of increase of 17.1%, decrease of 11.5% and
increase of 77.2%, respectively.

Our rehabilitation and other healthcare services segment, through our
ownership of 57% equity interest in Anhui Hualin Medical Investment Co., Ltd.*
(“Anhui Hualin®) (Anhui Hualin directly and indirectly (through its wholly-owned
subsidiaries, collectively the “Anhui Hualin Group”) holds sponsor interests
in the managed and controlled entities, certain of which are private non-
enterprise entities in Anhui Province, the PRC), has recorded revenue for the
Reporting Period of RMB60.7 million (six months ended 30 June 2022: RMB49.4
million), representing a period-on-period increase of 22.9%. Our rehabilitation
and other healthcare services segment primarily consists of our two major
rehabilitation hospitals, namely, Hefei Kanghua Rehabilitation Hospital and Hefei
Jingu Hospital, a Grade A class | general hospital, Bengbu Renkang Hospital
and an out-patient centre (these hospitals and out-patient centre represent
our rehabilitation hospital and other healthcare services operation), thirteen
rehabilitation centres and one vocational training school (representing our
rehabilitation centre services and other services operation). For the first half of
2023, revenue from our (i) rehabilitation hospitals and other healthcare services
operation; and (i) rehabilitation centre services and other services operation have
increased by 41.7% and 7.0%, respectively. The increases in revenue are primarily
due to increase in the patient intake of our rehabilitation hospitals, the continual
expansion of our rehabilitation centres network and recovery from the impact of
the pandemic and removal related restrictive measures.

Our elderly healthcare services segment represents the operation of Renkang
Elderly Care Centre. Our comprehensive elderly healthcare centre with a capacity
of 108 elderly beds located inside Renkang Hospital aims to provide quality high-
end elderly care services to local residents in Houjie Town, Dongguan City, the
PRC. Revenue from our elderly healthcare services segment decreased by 10.5%,
primarily due to drop in elder patient intake during the Reporting Period.
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Management Discussion and Analysis
EEETN®R DM

The Group's consolidated profit for the Reporting Period amounted to RMB29.4
million (six months ended 30 June 2022: loss of RMB22.3 million). The profit
for the Reporting Period as compared to loss in the corresponding period last
year is mainly attributable to: (i) the increase in revenue and profit recorded at
Kanghua Hospital, due to the increase in the number of inpatient and outpatient
visits as a result of the relaxation of pandemic related measures and recovery
of the hospital operation; (ii) the strong revenue growth at Kangxin Hospital for
the Reporting Period; (iii) the growth in revenue from our rehabilitation hospitals
operation; and (iv) the increase in overall operating margin from 10.3% for the six
months ended 30 June 2022 to 17.3% for the Reporting Period.

The Group’s Adjusted EBITDA (Adjusted EBITDA is earnings before accounting
for bank and other interest income, interest expenses, taxes, depreciation and
amortisation, fair value gain/(loss) and investment income from financial assets
at FVTPL and net exchange gain/(loss)) recorded a period-on-period increase of
98.1% to RMB129.2 million (six months ended 30 June 2022: RMB65.2 million),
which indicates that the Group’s core operation remained solid, after eliminating
the effects of financing, investment-related income, fair value changes of
investments, effects of exchange rates, capital expenditures and extraordinary
non-cash related losses.

Hospital Services

The Group’s self-owned hospitals, namely, Kanghua Hospital, Renkang Hospital
and Kangxin Hospital, represent our Group’s hospital services segment. During
the Reporting Period, the Group recorded upward recovery in the key metrics
of our financial and operational performance. Our key operating performance
indicators are as follows: (i) the fotal number of inpatient visits increased to 35,012
(six months ended 30 June 2022: 29,761), representing a period-on-period
increase of 17.6%; (i) the overall average spending per inpatient visit amounted
to RMB15,635.9 (six months ended 30 June 2022: RMB14,930.3), representing a
period-on-period increase of 4.7%; (iii) the overall bed utilisation rate increased
to 69.8% (six months ended 30 June 2022: 61.2%); (iv) the average length of stay
at 6.6 days (six months ended 30 June 2022: 6.7 days); (v) the total number of
outpatient visits increased to 718,641 (six months ended 30 June 2022: 692,141),
representing a period-on-period increase of 3.8%; (vi) the overall average
spending per outpatient amounted to RMB434.7 (six months ended 30 June
2022: RMB456.0), representing a period-on-period decrease of 4.7%; and (vii)
the total number of surgical operations increased to 19,714 (six months ended 30
June 2022:17,826), representing a period-on-period increase of 10.6%.
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The table below sets forth certain key operational data of the Group’s self-owned

Management Discussion and Analysis
=R R

hospitals of our hospital services segment for the periods indicated:

TRETIHAFIEB R D H

PANEKEAA

BRI RBRENE T EIEEERE

For the six months ended 30 June
BZAA=1tHILXEA

Change 2023 2022
2 —EZZ=F S

Inpatient healthcare services {E B 88 B AR 5

Inpatient visits FBT AR +17.6% 35,012 29,761

Average length of stay (days) T ER B E(R) -0.1 6.6 6.7

Average spending per visit (RMB) BARTFARZ (ARET) +4.7% 15,635.9 14,930.3
Outpatient healthcare services FIRBERE

Outpatient visits FI% AR +3.8% 718,641 692,141

Average spending per visit (RMB) BARTFHREZ(ARET) -47% 4347 456.0
Physical examination services RIS

Physical examination visits BEim AR +7.1% 77,376 72,278

Average spending per visit (RMB) BANRFHRZ(ARET) +21.9% 788.7 647.0
Kanghua Hospital FRE R

In 2023, Kanghua Hospital continued to focus on improving its management
efficiency by strengthening various mechanisms and following clear and rational
rules and principles for all management tasks. The hospital and each department
are committed to conducting and complying with stringent evaluation work
according fo the relevant standards with the aim to pass the Class Il Grade A
re-evaluation by the end of 2023. The hospital also enhanced its management
standards in medical technology application and cooperated with external
parties to promote its brand and reputation through joint interviews, manuscript
and short-video clips sharing, and other methods. Kanghua Hospital was also
awarded the 2022 China Hospital Competitiveness Top 300 Prefectural-level City
Hospitals during the Reporting Period. During the Reporting Period, Kanghua
Hospital recorded a revenue of RMB765.0 million (six months ended 30 June
2022: RMB653.2 million), representing a period-on-period increase of 17.1%. The
increase in revenue is mainly driven by the growth in the number of patient visits
during the Reporting Period.

RZBZ=F REBREZBRRIEIA
- BEAESEMNRARRFREIR
FET(E TERAEERE - BRESHE
EHORIRBABTERE KETEREET
HIE WER S _=FEBRB=-KFZ
1B - Bl MR R BRI EA R B RS
WiRAKERS FRkERBRESEZSE
AREINEEE BAMBREE - RRE
AN - R EE B8 B U1 4R 12022 R B BE B
TR T EE B 30058 - M¥REHAN « FREE
BERRSME AREISOEET(HEZ
ZZFERNA=ZTHLEAREA: AR¥6532
BEIL) R INTI% - WA N Ty E
DHARREHABELD ARIEINATE ©
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Management Discussion and Analysis
EEETN®R DM

Renkang Hospital

Renkang Hospital successfully passed the Class Il Grade A accreditation review
in the first half of 2023. Since becoming a Class Il Grade A hospital, Renkang
Hospital has strictly followed the relevant standards and rules, striving to maintain
the accreditation and improve its medical capabilities and quality standards.
Moreover, Renkang Hospital has advanced the construction of the Trauma
Center. In June 2023, the Municipal Health and Health Bureau conducted a pre-
evaluation of the establishment of a “Provincial Level 4 Trauma Center” and gave
positive feedback. In 2023, Renkang Hospital will continue to optimize its medical
services and enhance patient experience, adhering fo a patient-centric approach,
focusing on medical safety, standardizing medical service behavior, streamlining
medical service processes and strengthening medical quality management.
During the Reporting Period, Renkang Hospital recorded a revenue of RMB115.9
million (six months ended 30 June 2022: RMB131.0 million), representing a period-
on-period decrease of 11.5%. The decrease in revenue was mainly attributable to
the decline in the number of outpatient visits as the pandemic receded and fewer
patients sought medical treatment for fever and vaccination services at Renkang
Hospital, which was one of Renkang Hospital's revenue drivers over the past few
years.

Kangxin Hospital

In the first half of 2023, Kangxin Hospital has continued to strengthen its medical
management, adhere to the two-level management responsibilities of the
hospital and each department, revise and improve its rules and regulations,
optimize its medical process, establish assessment and evaluation methods, and
gradually implement the medical target responsibility system. These measures
aim to enhance the level of medical management and ensure medical quality
and safety. Kangxin Hospital will also implement employee performance
management and foster a culture of efficiency management among departments.
To address the issue of low social insurance claims ratio, the hospital will explore
the reform of Diagnosis Related Groups (DRGs) medical insurance payment
methods, enhance external communication and coordination, and strengthen
internal refined management, striving to improve its efficiency.

In the first half of 2023, Kangxin Hospital has organized the third and fourth
international cardiovascular disease forums, inviting local and overseas experts
in the field of cardiovascular diseases to gather in Chongging and exchange
the latest medical technologies, diagnostic methods and treatment options
in cardiovascular diseases. The forums not only promoted and improved the
diagnosis and treatment of cardiovascular diseases, but also increased the
publicity and brand recognition of Kangxin Hospital in the local community.
During the Reporting Period, Kangxin Hospital recorded a revenue of RMB40.0
million (six months ended 30 June 2022: RMB22.6 million), representing a period-
on-period increase of 77.2%.
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The table below sets forth the revenue contribution by healthcare disciplines of

Management Discussion and Analysis
=R R

our hospital services segment for the periods indicated:

BEMBDNKREER

TR AR AR B RS D BB

For the six months ended 30 June

HEAAZTHILLAER

2023 2022
—E-=& —E-CF

% of % of

revenue of revenue of

the Group's the Group's

owned owned

hospitals hospitals

DEEEE PMEARE

Change ~ RMB000 HEEERM  RMB000 #A =R

Healthcare disciplines B2y 28 ARMTT WEEIL ARBTI KEEHH

Cardiovascular related disciplines LNEBBRE +51.2% 144,010 15.6 95,242 18

Infernal medicine related disciplines AREBERE +17.9% 112,435 12.2 95,339 1.8

0&G related disciplines BERNEBHE -6.6% 106,499 .6 114,054 14

Neurology related disciplines BEREEERNE +10.4% 63,175 6.9 57,215 7.

General surgery related disciplines LRI AN E +10.9% 61,728 6.7 55,662 6.9

Emergency medicine related disciplines SUEBRNE +14.7% 50,083 54 43,681 54

Orthopaedics related disciplines EREBRE -5.3% 41,884 45 44,210 55

Oncology related disciplines BEEANE +12.5% 35,381 3.8 31,446 39

Nephrology related disciplines EREHARE +8.8% 34,529 37 31,729 39

Medical aesthefic related disciplines BEXNEENE +10.8% 23,813 26 21,488 27

Paediatrics related disciplines REBSZHERENE +46.0% 22,975 25 15,739 2.0

Physical examination Bt +30.5% 61,024 6.6 46,766 538

Other disciplines HUBARNE +6.0% 163,347 7.7 154,172 19.]

Tofal Mt 920,883 100.0 806,743 100.0

Note: The Group’s healthcare disciplines can generally be classified into clinical disciplines 3 : AEBEHREHR —RAIH AlKER
and medical technology disciplines. Medical technology disciplines provide
diagnostic and treatment support according to the requirements of clinical disciplines
from time to time. Revenue derived from services delivered through medical
technology disciplines is generally recognised in the relevant clinical disciplines that

utilised such services.
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In the first half of 2023, the Group performed a total of 19,714 surgeries (six
months ended 30 June 2022: 17,826), including 10,181 surgeries (six months
ended 30 June 2022: 5,691) with level 3 or level 4 complexities, representing
a period-on-period increase of 10.6% and 78.9%, respectively. The significant
increase is primarily attributable to an increase in patient visits and rebound in the
performance of Kanghua Hospital during the Reporting Period driven by the lifting
of pandemic related restrictive measures and recovery of the economy as well as
people’s activities, releasing the demand for medical freatment and services.

Cardiovascular disciplines, internal medicine disciplines, obstetrics and
gynaecology ("O&G”) disciplines, neurology disciplines and general surgery
disciplines (six months ended 30 June 2022: O&G disciplines, cardiovascular
disciplines, internal medicine disciplines, neurology disciplines and general
surgery disciplines) were the top five revenue-generating disciplines of the Group
for the first half of 2023, accounting for approximately 53.0% of the Group’s total
revenue in the same period (six months ended 30 June 2022: 51.7%).

During the Reporting Period, our cardiovascular disciplines has replaced the
0&G-related disciplines to be our largest medical discipline, which recorded a
period-on-period increase in revenue of 51.2%, primarily due to the significant
growth in revenue from Kangxin Hospital. Our O&G-related disciplines recorded
a decrease in revenue of 6.6%, mainly caused by a decline of birth rate during the
pandemic. Revenue from paediatrics related disciplines, physical examination,
internal medicine related disciplines, emergency medicine related disciplines and
oncology related disciplines have recorded a considerable increase in revenue of
46.0%, 30.5%, 17.9%, 14.7% and 12.5%, respectively, primarily attributable to the
increase in the number of patient visits as a result of increase in demand of these
services.

VIP Special Services

The Group’s special services are high-end healthcare services that extend beyond
basic medical services and are specifically catered for more affluent patients who
are willing to pay a premium for higher quality and customised services that are
not generally available in public hospitals. The Group’s special services consist of
VIP healthcare services, reproductive medicine, plastic and aesthetic surgery and
laser treatment. In the first half of 2023, the total revenue derived from special
services amounted to RMB91.6 million (six months ended 30 June 2022: RMB85.7
million), representing a period-on-period increase of 6.8%.
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Management Discussion and Analysis

The table below sets forth the revenue contribution for the Group’s special
services for the periods indicated:

BEERWR DT

B A S RS BT 9 D L
HEM

For the six months ended 30 June
BEA~A=1THILEAEA

2023 2022

—E=-= —F-=
Change RMB’000 RMB'000
BB AREET T ARBFT
VIP healthcare services HEEBERG +21.3% 61,027 50,328
Reproductive medicine HIEERE -21.1% 18,039 22,853
Plastic and aesthetic surgery BREEAINE -14.6% 2,206 2,582
Laser freatment AR B +3.4% 10,293 9,952
Total revenue from special services IR IR B 48 +6.8% 91,565 85,715

In the first half of 2023, the performance of our VIP healthcare services improved
as the number of VIP inpatient and outpatient visits increased as compared with
the same period last year due to the recovery from the pandemic. The demand
for our service offerings from Huaxin Building (2 103 #) (a complex in Kanghua
Hospital dedicated to VIP healthcare services) has proven to be solid. Our revenue
from VIP healthcare services (included VIP inpatient and outpatient services and
VIP O&G services) recorded RMB61.0 million (six months ended 30 June 2022:
RMB50.3 million), representing a period-on-period increase of 21.3%.

Our revenue from reproductive medicine has decreased to RMB18.0 million (six
months ended 30 June 2022: RMB22.9 million) with a period-on-period decrease
of 21.1%, which mainly caused by a deterioration in the general sentiment of
giving birth and the after effect from the pandemic.

Rehabilitation and other Healthcare Services

During the Reporting Period, the Group’s rehabilitation and other related
healthcare services segment, through its ownership of 57% equity interest in
Anhui Hualin, has recorded a revenue of RMB60.7 million (six months ended 30
June 2022: RMB49.4 million), representing a period-on-period increase of 22.9%.
Anhui Hualin directly and indirectly (through its wholly-owned subsidiaries) holds
sponsor interests in the managed and controlled entities, some of which are
private non-enterprise entities in Anhui Province, the PRC. As at 30 June 2023, it
primarily operated two rehabilitation hospitals, a general hospital, an outpatient
centre, thirteen rehabilitation centres and one vocational training school.
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Anhui Hualin Group currently employs more than 980 staff and has a stable
cooperation with the Anhui Disabled Persons Federation and local governments
in the provision of training services for the disabled. The Anhui Hualin Group
is also a major organisation offering children rehabilitation services in Auhui
Province. Our two major rehabilitation hospitals, namely, Hefei Kanghua
Rehabilitation Hospital and Hefei Jingu Hospital currently operate a total of 280
(31 December 2022: 200) registered beds. During the Reporting Period, our
rehabilitation hospitals and centres have 11,204 (six months ended 30 June 2022:
13,830) outpatient visits, 2,250 (six months ended 30 June 2022: 1,043) inpatient
visits and served 154,872 (six months ended 30 June 2022: 171,206) rehabilitation
patient visits.

In the first half of 2023, the decrease in outpatient visits is primarily due to the
normalisation of the pandemic, and the number of patients with fever or seeking
medical attention on related symptoms has decreased. However, our inpatient
visits have significantly increased, as our hospitals have committed increased
efforts in marketing and promotion since the lifting of pandemic related control
measures; the management of Anhui Hualin actively visited work-related injury
institutions and accessed market resources in the region, which aftracted work-
related injury patients to increase by 35% and burn patients to increase by 27%
as compared with the same period last year. Furthermore, our surgery volume in
the first half of 2023 has increased by 140% as compared with the same period in
2022.

In the first half of 2023, Anhui Hualin Group promoted internal organizational
innovation, established a business development department, and infroduced
young medical professionals to our medical institutions. The two rehabilitation
hospitals actively responded to national policies, explored the construction of
medical-related commercial platforms, and launched new technologies and new
projects. The implementation and promotion of traditional Chinese medicine,
vigorously promote the clinical application of traditional Chinese medicine such
as the first triple sequential therapy for rheumatism and pain, these have which
added new momentum to the development of our rehabilitation hospitals.

During the Reporting Period, revenue from rehabilitation hospital and other
healthcare services recorded a period-on-period increase of 41.7% to RMB32.0
million (six months ended 30 June 2022: RMB22.6 million) and revenue from
rehabilitation centres services and other services recorded a period-on-period
increase of 7.0% to RMB28.7 million (six months ended 30 June 2022: RMB26.8
million).

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023
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Elderly Healthcare Services

The Group’s elderly healthcare services segment comprised of our comprehensive
elderly healthcare centre, the Renkang Elderly Care Centre, which aims to provide
quality high-end elderly care services to local residents in Houjie Town, Dongguan
City, the PRC.

In the first half of 2023, Renkang Elderly Care Centre had a total of 108 beds with
an average elderly inpatient of 92 (six months ended 30 June 2022: 96), achieving
an average bed utilisation rate of 82.6% (six months ended 30 June 2022: 88.9%).
Revenue from the provision of elderly healthcare services for the Reporting Period
amounted to RMB5.9 million (six months ended 30 June 2022: RMB6.6 million),
representing a period-on-period decrease of 10.5%, primarily due to a decrease
in intake of patients during the Reporting Period. As pandemic related restrictions
on nursing services were still in placed during early 2023, new admissions
have dropped, which has impacted on overall intake of patients during the
Reporting Period, however, the Renkang Elderly Care Centre will continue fo
focus on improving service quality and cooperation with the evaluation work of
Guangdong Province’s Pension Institution and strive to achieve accreditation of
the five-star pension institution.

Industry Outlook and Strategy

2023 is a year when the PRC entered into the post-pandemic era. The three-year
pandemic has heightened people’s awareness of health management. With
the comprehensive relaxation of the pandemic related prevention and control
measures, the healthcare industry has begun to recover. In the PRC government's
14th Five-Year Plan, the top-level design of strengthening the national medical
security system has been enhanced. Under the principle of putting people’s
health at the center, the healthcare reform has been deepened from various
dimensions, from the centralized procurement of drugs and consumables by
volume to the multi-level development of social medical insurance payments. The
medical system and institutions have become increasingly sound, injecting vitality
into the development of the healthcare industry and ensuring its sustainable and
stable growth.

In the context of China’s intensified medical reform, the graded diagnosis and
treatment system has been promoted. At the same time, with the development
of new technologies such as the internet, big data, and artificial intelligence,
new technological means and innovative models have been developed for the
medical system. In 2023, the PRC government will step up its efforts in promoting
medical reform, and its determination to crack down on corruption in the
healthcare industry is unwavering. In the short term, it may have a slight negative
impact on the public healthcare sector, but in the long run, it will accelerate
the mission of reducing medical costs, and restore the confidence and trust of
patients, laying a solid foundation for its healthy development.
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Our Strategy

The PRC's medical reform has achieved significantly results, gradually alleviating
the issue of high medical costs. It is currently at a critical juncture of reform. The
social medical insurance payment system is still strengthening its supervision,
and the regulation of various aspects of the medical industry is also gradually
improving. In the future, the Group will follow the government's policies closely
and adapt its operations accordingly. Internally, the Group will strengthen the
talent bench and medical technology, and develop specialty departments
according to the social demand, with a view to enhancing the Group’s
competitiveness.

Looking ahead to the rest of 2023, we will continue to strive to optimize medical
services and improve medical operation efficiency. In addition, we will leverage
our advantages, focus on our core business, heighten management standards,
fully utilize the strengths of each of our hospitals, with a view to achieving the
Group's overall business recovery as soon as possible.

Future Plans for Material Investments and Capital Assets
The Kanghua Qingxi Healthcare Complex

The Kanghua Qingxi Healthcare Complex is the Group’s new elderly medical
and healthcare complex development in Qingxi Town, Dongguan City (the
land use rights of a land parcel which was acquired in year 2020), construction
work of the main facilities had commenced in 2021. The development involves
a comprehensive elderly healthcare medical facility with a particular focus
on geriatric patients and rehabilitation, and will further enhance the Group'’s
capability in providing high-end integrated medical care to meet the increasing
demand for such services in Guangdong Province, the PRC.

The Kanghua Qingxi Healthcare Complex has a total construction area of more
than 130,000 square meters, and the planned architectural content includes
several medical technology buildings, inpatient buildings, and nursing buildings,
among which we expect there will be 500 inpatient beds and about 800 nursing
and rehabilitation beds. The first phase of construction covers the medical
technology building, the inpatient building, and the rehabilitation building, with
a total construction area of approximately 44,000 square meters. We expect
the construction and inspection of the main structure of the buildings for the first
phase of the construct to complete by April 2024, the relevant interior decoration
to complete by February 2025, and aim to put the first phase of the project into
operation by March 2025. For the six months ended 30 June 2023, the total
investment in Kanghua Qingxi Healthcare Complex amounted to approximately
RMB156.4 million.

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023
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Acquisition of additional interest in Kangxin Hospital

On 5 May 2023, the Company entered into the acquisition agreement (the
“Acquisition Agreement”) with Dongguan Jiade Healthcare Investment Co.,
Ltd.*, currently the non-controlling shareholder as to 40% equity interest (the
“Equity Interest’) of Kangxin Hospital as of the date of this report (the “Vendor”),
pursuant to which the Company has agreed to acquire the Equity Interest in
Kangxin Hospital from the Vendor at the consideration of RMB108.0 million
("Consideration”). Upon completion, Kangxin Hospital will become a wholly-
owned subsidiary of the Company. Details of which are set out in the Company’s
announcements dated 5 May 2023 and 24 May 2023.

The Consideration shall be payable in two instalments: (i) RMB16.2 million,
representing approximately 15% of the Consideration, within 10 business days
from the date of the Acquisition Agreement; and (i) RMB91.8 million, representing
approximately 85% of the Consideration, within 60 days from completion (i.e.
60 days from the date of completion of registration of the transfer of the Equity
Interest with the relevant industrial and commercial administration authority
in the PRC). As at 30 June 2023 and up to the date of this report, a deposit for
this acquisition of RMB16.2 million has been paid by the Group to the Vendor.
Completion of the Acquisition Agreement has yet to occur primarily because of
administration procedures relating to the release of the pledge over the Equity
Interest as security for certain bank loans.

The Board considers that the acquisition will enable the Group to gain full equity
control over Kangxin Hospital and facilitate its negotiation and implementation
of the management arrangements with Silver Mountain Capital Limited (“Silver
Mountain”) (details of which are set out in the announcement of the Company
dated 23 May 2022 in relation to the management arrangements with Silver
Mountain in respect of Kangxin Hospital's operations).

Save as disclosed in this report, the Group did not have other plans for material
investments or capital assets as of the date of this report.
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FINANCIAL REVIEW
Segment Revenue

The Group generates revenue primarily from: (i) hospital services — providing
healthcare services through its owned hospitals, namely Kanghua Hospital,
Renkang Hospital and Kangxin Hospital, comprising inpatient healthcare services,
outpatient healthcare services and physical examination services; (i) rehabilitation
and other healthcare services — providing rehabilitation services to patients with
physical or mental disabilities and other healthcare related services including
elderly care and training service for the disabled; and liii) elderly healthcare
services — provision of elderly healthcare services, including assisted living, adult
daycare, long-term care, residential care and hospice care to the aged patients.

The following tables below set forth the revenue, costs of revenue, gross profit
and gross profit margin of the Group by segment for the periods indicated:

For the six months ended 30 June 2023 (unaudited)
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Hospital healthcare healthcare
services services services Total
BER
Hit B & ZF
Bl R PR BERS @5t
RMB'000 RMB'000 RMB'000 RMB'000

ARETL  AR®TR ARETR  AR%TR

Revenue & 920,883 60,741 5,874 987,498
Cost of revenue W R AR (761,169) (51,192) (4,143) (816,504)
Gross profit E=7 159,714 9,549 1,731 170,944
Gross profit margin ERE 17.3% 15.7% 29.5% 17.3%
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For the six months ended 30 June 2022 (unaudited)

BEERWR DT

BHE_T - _FRA=TRHIEAERCGRE

=)

Rehabilitation

and other Elderly

Hospital healthcare healthcare
services services services Total

RER

Hh B & ZF
B R PR EBRY M@t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETRE ARBTT ARETR
Revenue W& 806,743 49,416 6,563 862,722
Cost of revenue Wz B A (725,574) (44,295) (4,330) (774,199)
Gross profit EF 81,169 5121 2,233 88,523
Gross profit margin ERE 10.1% 10.4% 34.0% 10.3%

Revenue from the Group’s hospital services amounts to RMB920.9 million for
the Reporting Period (six months ended 30 June 2022: RMB806.7 million),
representing a period-on-period increase of 14.1%, accounting for 93.3% (six
months ended 30 June 2022: 93.5%) of the total revenue of the Group.

Revenue from hospital services comprised (i) revenue from inpatient healthcare
services amounted to RMB547.4 million (six months ended 30 June 2022:
RMB444.3 million), representing a period-on-period increase of 23.2%,
accounting for 55.4% (six months ended 30 June 2022: 51.5%) of the total
revenue of the Group; (i) revenue from outpatient healthcare services amounted
to RMB312.4 million (six months ended 30 June 2022: RMB315.6 million),
representing a period-on-period decrease of 1.0%, accounting for 31.6% (six
months ended 30 June 2022: 36.6%) of the total revenue of the Group; and {iii)
revenue from physical examination services amounted to RMB61.0 million (six
months ended 30 June 2022: RMB46.8 million), representing a period-on-period
increase of 30.5%, accounting for 6.2% (six months ended 30 June 2022: 5.4%) of
the total revenue of the Group. The increase in revenue from hospital services is
primarily atfributable to (i) the increase in the number of inpatient and outpatient
visits during the Reporting Period due to the recovery from the pandemic and
gradual normalisation of the economy and people’s activities after the lifting of all
the pandemic related controls and measures since late 2022; (ii) the improvements
in revenue from all of our major medical disciplines; and (iii) the increase in
patient average spending on our inpatient healthcare services and physical
examination services. The increase in revenue from physical examination is
primarily due to increase in patient average spending during the Reporting Period
resulting from an increase in health awareness and receptiveness to vaccinations
by the general public after the pandemic.
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Revenue from rehabilitation and other healthcare services amounted to RMB60.7
million (six months ended 30 June 2022: RMB49.4 million), representing a
period-on-period increase of 22.9%, accounting for 6.2% (six months ended
30 June 2022: 5.7%) of the total revenue of the Group. Anhui Hualin Group is
principally engaged in provision of rehabilitation services to the patients with
physical or mental disabilities and other healthcare related services including
care services for elderly and training services for the disabled. The increase in
revenue is mainly attributable to the continual recovery of patient visits after the
lifting of the pandemic related controls and measures, and also the maturity and
improvement in business operations of our rehabilitation hospitals in particular
our Hefei Kanghua Rehabilitation Hospital.

Revenue from elderly healthcare services represents the provision of elderly
healthcare services at our Renkang Elderly Care Centre, which amounted to
RMBS5.9 million (six months ended 30 June 2022: RMB6.6 million), representing a
period-on-period decrease of 10.5%, accounting for 0.6% (six months ended 30
June 2022: 0.8%) of the total revenue of the Group. The decrease in revenue is
mainly attributable to the decrease in patient intake during the Reporting Period
and the lasting negative impact of the pandemic which particularly affected the
elderly population.

Cost of Revenue

Cost of revenue of the Group’s hospital services segment (consisting of inpatient
healthcare services, outpatient healthcare services and physical examination
services) primarily consisted of pharmaceuticals, medical consumables, staff
cost, depreciation, service expenses, utilities expenses, rental expenses and
other costs. Cost of revenue of the Group’s hospital services segment increased
to RMB761.2 million (six months ended 30 June 2022: RMB725.6 million),
representing a period-on-period increase of 4.9%. The increase in cost of
revenue of our hospital services segment is mainly attributable to the increased
pharmaceuticals and medical consumables consumption during the Reporting
Period which is in line with the increase in business operations, whilst all direct
staff related costs maintained relatively stable. However, our Kangxin Hospital
continued to operate at a negative gross margin during the Reporting Period;
nevertheless its operations have had significant improvement in terms of revenue.

Cost of revenue of the Group’s rehabilitation and other healthcare services
segment amounts to RMB51.2 million (six months ended 30 June 2022: RMB44.3
million), representing a period-on-period increase of 15.6%, and primarily
consisted of staff costs, medical consumables, depreciation, utilities and rental
expenses. The increase in cost of revenue of our rehabilitation and other
healthcare services segment is mainly attributable to the increase in operation of
our Hefei Kanghua Rehabilitation Hospital and rehabilitation centres during the
Reporting Period.
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Cost of revenue of the Group’s elderly healthcare services represents cost of
revenue at Renkang Elderly Care Centre amounted to RMB4.1 million (six months
ended 30 June 2022: RMB4.3 million), representing a period-on-period decrease
of 4.3%, which mainly represent the cost of services including direct staff cost
and consumables incurred at the elderly care centre. There were no significant
changes in cost of revenue as the centre is operating in high capacity.

During the Reporting Period, pharmaceuticals, medical consumables and staff
cost accounted for approximately 26.7% (six months ended 30 June 2022: 25.7%),
26.4% (six months ended 30 June 2022: 25.3%) and 33.2% (six months ended
30 June 2022: 34.6%), respectively, of the total cost of revenue of the Group. The
proportion of cost of pharmaceuticals and medical consumables as percentage
of total cost of revenue recorded an increase during the Reporting Period, which
is mainly attributable to the increase in number of outpatient and inpatient
visits. Our total staff related costs including salary, bonus and other benefits had
increased slightly by 1.0% as compared with the prior period as our medical
teams and professional workforce have remained relatively stable.

Gross Profit and Gross Profit Margin

Total gross profit of the Group amounted to RMB171.0 million (six months ended
30 June 2022: RMB88.5 million), representing a period-on-period increase of
93.2%. The overall gross profit margin increased to 17.3% (six months ended 30
June 2022: 10.3%), primarily due to: (i) the strong rebound in business operations
from our hospital services segment; [ii) the increase in the average patient
spending from our inpatient healthcare services and physical examination
services; (iii) the increase in number of surgeries performed; and (iv) the
improvement in financial performance of Kangxin Hospital, notwithstanding it is
still operating at a negative gross margin.

Other Income

The other income of the Group primarily consisted of bank and other interest
income, investment income from financial assets at FVTPL, government subsidies,
fixed operating lease income (rental income), clinical trial and related income
and others. In the first half of 2023, other income amounted to RMB21.2 million
(six months ended 30 June 2022: RMB28.8 million), representing a period-on-
period decrease of approximately 26.4%, primarily attributable to (i) decrease in
investment income from financial assets at FVTPL to RMB6.4 million (six months
ended 30 June 2022: RMB7.9 million) primarily due to a decrease in amount of
structured deposits being placed during the Reporting Period; (i) decrease in
fixed operating lease income to RMB1.9 million (six months ended 30 June 2022:
RMB2.4 million) mainly due fo a decrease rental income from staff quarters; (iii) no
vaccine-related income received during the Reporting Period (six months ended
30 June 2022: RMB5.8 million); and (iv) an increase in clinical trial and related
income to RMB5.3 million (six months ended 30 June 2022: RMB3.9 million).
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Other Expenses, Gains and Losses

The other expenses, gains and losses of the Group primarily consisted of fair
value gain (loss) on financial assets at FVTPL, loss on disposals of property, plant
and equipment, donations and net exchange gain (loss). In the first half of 2023,
other expenses, gains and losses amounted to a net gain of RMB1.1 million
(six months ended 30 June 2022: RMBO0.7 million), primarily attributable to (i) a
recorded fair value gain on financial assets at FVTPL of RMB1.7 million (six months
ended 30 June 2022: fair value loss of RMB2.4 million) during the Reporting
Period; and (i) a recorded net exchange loss of RMBO0.5 million (six months ended
30 June 2022: net exchange gain of RMB3.1 million) mainly arising from our Hong
Kong dollar denominated financial assets.

Net Provision for Impairment Losses under Expected Credit Loss (ECL)
Model

During the Reporting Period, impairment losses under expected credit loss model
recorded a net provision of RMB2.2 million (six months ended 30 June 2022:
RMB3.0 million). The net provision for the Reporting Period is mainly attributable
to: (i) an increase in the overall balance of accounts and other receivables at the
end of the Reporting Period; and (ii) the effects of increase in the Group’s accounts
receivable aging and deterioration in credit rating of certain corporate customers
and outstanding debts from patients. In the past years, the Group has increased
its efforts to recover overdue debts, including recovering receivables from patients
through legal actions, as well as tightening credit reviews given to corporate
customers.

The Group collectively assesses ECL for the accounts and other receivables,
except for accounts receivable from the PRC government's social insurance
scheme and certain credit impaired debtors which are assessed for ECL
individually. The provision rates are based on internal credit ratings as groupings
of various receivables that have similar loss patterns. The collective assessment
is based on the Group’s historical default rates taking into consideration forward-
looking information that is reasonable and available without undue costs or effort.
At every reporting date, the historically observed default rates are reassessed
and changes in the forward-looking information are considered.
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Management Discussion and Analysis

The management of the Group closely monitors the credit quality of accounts and
other receivables and considers the debts that are neither past due nor impaired
to be of a good credit quality. Receivables that were neither past due nor impaired
related to the customers and debtors for whom there was no history of default. As
part of the Group’s credit risk management, the Group uses receivables’ aging to
assess the impairment for its receivables except for accounts receivable from the
PRC government's social insurance schemes and certain credit impaired debtors
of which ECL are assessed individually. These receivables consist of a large
number of small patients with common risk characteristics that are representative
of the patients” abilities to pay all amounts due in accordance with the contractual
ferms.

Administrative Expenses

The administrative expenses of the Group primarily consisted of staff costs, repairs
and maintenance expenses, office expenses, depreciation and amortisation,
rental expenses, utilities expenses, entertainment and travelling expenses and
other expenses. In the first half of 2023, administrative expenses amounted
to RMB125.6 million (six months ended 30 June 2022: RMB115.3 million),
representing a period-on-period increase of approximately 8.9%, primarily
due fo (i) a significant increase in management and consultancy fees expense
of RMB15.7 million (six months ended 30 June 2022: RMB5.3 million) which
was primarily due to the management fees paid in relation to the outsourced
Management Arrangements for Kangxin Hospital since June 2022 (details of
the Management Arrangements are set out in the Company’s announcement
dated 23 May 2022 and the section headed “Other Asset” in this report); (i) the
increase in rental expenses and property management expenses as there was
no concession arrangement during the Reporting Period; and (i) administrative
staff costs as well as other major administrative expenses including repairs
and maintenance expenses, office expenses and entertainment and travelling
expenses have maintained relatively stable due to stringent costs control.
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Finance Costs

Finance costs for the Reporting Period amounted to RMB6.4 million (six months
ended 30 June 2022: RMB8.6 million), representing a period-on-period decrease
of 25.6%. Finance costs for the Reporting Period represents (i) inferest on bank
loans raised of RMB8.4 million (six months ended 30 June 2022: RMB9.6 million);
(ii) the interest element relating to lease liabilities charged to profit or loss of
RMB4.1 million (six months ended 30 June 2022: RMB5.1 million); and (iii) less the
amount of interest capitalised in the cost of qualifying assets of RMB6.1 million (six
months ended 30 June 2022: RMB6.2 million).

Income Tax Expenses

The income tax expenses of the Group primarily consisted of the PRC enterprise
income tax and Hong Kong Profits Tax. In the first half of 2023, income tax
expenses amounted to RMB29.7 million (six months ended 30 June 2022:
RMB13.4 million), representing a period-on-period increase of approximately
121.8%. The subsidiaries of the Group in the PRC are generally subject to income
tax rate of 25% on their respective taxable income. The increase in income
tax expenses was primarily due the increase in profits generated at Kanghua
Hospital during the Reporting Period.

Profit (Loss) for the Period
The Group recorded profit for the Reporting Period amounting to RMB29.4 million
(six months ended 30 June 2022: loss of RMB22.3 million), and profit aftributable

to the shareholders amounted to RMB50.7 million (six months ended 30 June
2022: loss of RMB4.8 million).
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Adjusted EBITDA

The profit for the period is the primary performance indicator of the Group, which
reflects the totality of the Group’s performance based on IFRS and has been
discussed in the management discussion in this report. The relevant disclosures
on Adjusted EBITDA are infended to provide an additional measure for investors
to understand the Group’s core operating performance based on elimination of
impact that the management considers is not reflective of the core operations of
the Group. The following table sets out the reconciliation from profit before tax to

Adjusted EBITDA and explanation notes:

Management Discussion and Analysis
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For the six months ended 30 June

BEASA=tHLLAEAR

2023 2022
—E-= —F=-=
Notes RMB’000 RMB’'000
M & ARETF ARETF T
(unaudited) (unaudited)
(REHE®) (CRigEZ)
(restated)
(geE )
Profit/(loss) for the period HARE R (E518) 29,366 (22,271)
Add: Income tax expenses m:FBREX 29,715 13,399
Profit/(loss) before tax (IFRS measure) BB AR A, (&)
(BRI R 5 ERIFT =) 59,081 (8,872)
Add: Finance costs o BhE AR (i) 6,361 8,550
Add: Depreciation of right-of-use assets m:EREEERE (i 18,117 18,127
Add: Depreciation of property, plant and m: M- BERRETE
equipment (i) 54,853 57,008
EBITDA (non-IFRS measure) EBITDA (3 BRI B 15 ¥ =
ZRIFE) 138,412 74,813
Less: Fair value (gain)/loss on financial B RATFEFABER
assets at FVTPL i TREEATFE
W/ (B#E) i (1,718) 2,361
Less: Investment income from financial WA ERABER
assets at FVTPL TREEREBERA (i) (6,384) (7,907)
Add: Exchange loss/(gain) o RENEE (WE) (iv) 493 (3,076)
Less: Bank and other interest income L RIT R E AL F B A (v) (1,576) (946)
Adjusted EBITDA (non-IFRS measure) %&“ # EBITDA (3E B R B 75
HEEASE) 129,227 65,245
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Notes: B 5

(i EBITDA (represents earnings before interest, taxes, depreciation and amortization] is (i) EBITDA (F57%% 29T & Ko 88 A 7B T 81 7%
an additional tool for users of the financial information to understand the cash profit BERFEREERIGTIE - FEBKA (B
generated by the Group’s operations, by eliminating the impact of taxes, cost of BRA)ARFAEEERDE BE R
debts (finance costs) and non-cash depreciation of right-of-use assets and property, BREZIIRSITECKE  UNTHAERE
plant and equipment. EBITDA can also represent the financial outcome of operating BEMEAR®HEMNEFEINT A - EBITDA
management decisions by eliminating the impact of non-operating management A 8B RERRIEE EEIRARE N E (FI
decisions, such as tax expenses, interest expenses and depreciation, and enables MBEAS  FERAIRINE)NEEE
to assess the substantive profitability of the Group net of expenses dependent on HRENMBER - WA EAREEEN
financing decisions, tax strategy, and discretionary depreciation schedules. BREUARBLE RS - BIERIERBETE

RERMFAXENEERMES -

[i)  Fair value loss on financial assets at FVTPL represents fair value changes of portfolio  ii) BEATEFAEBGENSREEATES
investment fund held by the Group. As part of the Group’s cash management policy BEASERBENREAEGESHAT
to manage excess cash, the Group purchased investment products from financial BEEH - ERAEEENEEBERESY
institutions fo achieve higher interest income without interfering with the business HPh—BRSEBEE  AEEETTE
operations or capital expenditures. Such portfolio investment fund held by the Group HEBEEREARTHWAIET © SR
does not form part of the Group’s core business operations and subject to fair BREREER NERESHF KA -
value changes from time to fime with fair value gains or losses recognised in the AEERFEHLERAESESTTE
consolidated statement of profit or loss. In the opinion of the Directors, such gains or RAEBRZLEGELEN—Fn  UEA
losses associated with the portfolio investment is not reflective of the daily business FEIAREHRAGEERRBRNOR
operations of the Group, and removal of such gains or losses would enable the users FEWENIBEZHR EERA BT
of the financial information to better understand the core operating performance of BHEBEENZERRNEEIL R R B
the Group. REBERHEEBGES - WHBRZZ W

IEEBEMFERERAEETHRASE
Bz g s e -

i)  Investment income from financial assets at FVTPL represents investment income (i) ERATEFABENEMNEERERA
earned by the Group which primarily includes interest income from structured bank EARSEMRONEERA  T28EAXR
deposits purchased by the Group. As part of the Group's cash management policy ESEMMBEENAEMERITERD S K
to manage excess cash, the Group purchased investment products from financial A VERAEBFENEREBREIREEMHAR
institutions fo achieve higher interest income without interfering with the business —ERSEREE  AEEETTEED
operations or capital expenditures. Such structured bank deposits do not form part EEREARATHEMART - MEmgiEE
of the Group’s core business operations. In the opinion of the Directors, the income EREEDR  LWERESHFBWA - Z
associated with the structured bank deposits is not reflective of the daily business EREBURITFRL TERANE B AZ L
operations of the Group, and the removal of such income would enable the users of EXBEEN—FH c EFRR - BEEN
the financial information to better understand the core operating performance of the BITFEREEOBAL KRR ARE RS
Group. AEEKES  UHRZEWABETB

BREAEE THRASENZOEEREE -

v Exchange (gain)/loss represents the financial impact in movements of exchange (V) EH (WKm) EIEEEREHEZHA
rates primarily on the Group’s portfolio investment fund which is denominated in SENABTENREESESHME
Hong Kong dollars. Other than the portfolio investment fund, the Group does not HE -BRBREHEGERIN AEBEWER
have other significant foreign currency denominated financial assets and liabilities. In thEBRIINESHENCREERAB -ES
the opinion of the Directors, such exchange gains or losses associated with portfolio R EREASCESEHNZEEL K
investment fund are not reflective of the daily business operations of the Group, S BEETARRBAEEN B P EKE
and the removal exchange gains or losses would enable the users of the financial B 04 R BEE B UK A o TS 1B 15F B 7S A R
information to better understand the core operating performance of the Group. FRAEE THRASBENZOKEEES -
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Management Discussion and Analysis

(v) Bank and other interest income primarily represents interest income from bank
deposits from the savings accounts. In the opinion of the Directors, such interest
income is not reflective of the daily business operations of the Group, and the
removal of such interest income would enable the users of the financial information
to better understand the core operating performance of the Group.

FINANCIAL POSITION

Property, Plant and Equipment, Right-of-use assets and Deposits Paid for
Acquisition of Property, Plant and Equipment

During the Reporting Period, the Group acquired property, plant and equipment
and incurred expenditure on construction in progress of RMB19.0 million (six
months ended 30 June 2022: RMB48.9 million) and RMB63.5 million (six months
ended 30 June 2022: RMB29.8 million), respectively, mainly for the purpose of
(i) upgrading and expanding the service capacity of our hospital operations; (ii)
construction cost incurred at Phase Il medical facility at our Kangxin Hospital; and
(iii) construction development of our Kanghua Qingxi Healthcare Complex.

As at 30 June 2023, the Group had right-of-use assets of RMB302.3 million (31
December 2022: RMB319.9 million) which includes leasehold lands of RMB219.1
million (31 December 2022: RMB221.6 million) and leasehold land and buildings
relating to leases of RMB83.2 million (31 December 2022: RMB98.3 million).
During the Reporting Period, the Group entered into new lease agreements for
the use of properties in the PRC ranging from 2 to 5 years and is required to make
fixed monthly payments. On lease commencement, the Group recognised right-
of-use assets and lease liabilities of RMB0.5 million (six months ended 30 June
2022: RMB1.9 million) each relating to those new leases.

As at 30 June 2023, the Group had deposits paid for acquisition of property,
plant and equipment amounting to RMB12.9 million (31 December 2022: RMB58.1
million). The deposits mainly represent deposits paid for construction cost of
Phase Il medical facility at our Kangxin Hospital and amount paid for acquisition
of new medical equipment and other new facilities as the Group continues to
upgrade its medical facilities and expand its operation capacity.
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Accounts and Other Receivables

The accounts receivable of the Group primarily consisted of balances due from
social insurance funds, certain corporate customers and individual patients. As at
30 June 2023, accounts receivable increased to RMB279.7 million (31 December
2022: RMB229.6 million), of which 62.6% (31 December 2022: 73.2%) were aged
within 90 days. Average accounts receivable turnover days for the current period
is 46.7 days (31 December 2022: 45.1 days). The increase in accounts receivable
and increase in accounts receivable turnover days is primarily due to the increase
in balance due from social insurance funds and other government authorities,
and certain corporate customers. As at 30 June 2023, the Group has carried
out credit assessment on its accounts and other receivables and a net provision
of impairment loss of RMB2.2 million (six months ended 30 June 2022: RMB3.0
million) has been charged to profit or loss during the Reporting Period.

The other receivables of the Group primarily consisted of prepayments to
suppliers, deposit for acquisition of additional interest in a non-wholly owned
subsidiary and others. As at 30 June 2023, other receivables increased to
RMB57.6 million (31 December 2022: RMB51.6 million) primarily due to (i)
decrease in prepayments to suppliers fo RMB10.6 million (31 December 2022:
RMB19.3 million); (i) a deposit paid for acquisition of additional inferest in Kangxin
Hospital of RMB16.2 million (31 December 2022: nil) (details of which are set out
in the Company’s announcements dated 5 May 2023 and 24 May 2023); {iii)
other receivables of RMB33.8 million (31 December 2022: RMB34.6 million) which
primarily consist of other prepaid expenses, security deposits for bank loans
and staff advances; and (iv) net of allowance for credit loss of RMB3.0 million (31
December 2022: RMB2.3 million).
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Management Discussion and Analysis

Other Asset

On 23 May 2022, the Company entered into certain management arrangements
("Management Arrangements”) with Silver Mountain, an independent third party,
pursuant to which Silver Mountain has assumed management of the day-to-day
operations of Kangxin Hospital, a non-wholly owned subsidiary of the Company,
for a period of 20 years (“Service Period”) subject fo certain terms and conditions.
Details of the Management Arrangements are set out in the Company’s
announcement dated 23 May 2022. Pursuant fo the Management Arrangements,
Silver Mountain shall provide a series of services with a view to improving and
optimising the operations of Kangxin Hospital including the introduction of a
German medical group “Artemed” to Kangxin Hospital to participate in daily
management and operations, overseas and domestic resources, research
capabilities, clinical achievement transformation, policy innovation, cooperation
with medical colleges, key scientific construction, medical informatics, medical
payment system, quality control, expert collaboration and cost control.

In return, Kangxin Hospital shall pay fo Silver Mountain a fee of RMB20.0 million
(the “Brand Introduction Fee”) to procure the introduction of "Artemed”, and
an annual fixed management fee of RMB10.0 million together with variable
management fee which is based on certain percentage of Kangxin Hospital's
annual revenue during the Service Period. During the year ended 31 December
2022, Silver Mountain had procured “Artemed” license holder to sign a trademark
licensing agreement with Kangxin Hospital for a non-exclusive right to use
Artemed brand in Mainland China and the Group paid the Brand Infroduction
Fee of RMB20.0 million to Silver Mountain and classified as other asset in the
consolidated statement of financial position of the Group. According to the
Management Arrangements, Silver Mountain shall refund a certain portion of the
Brand Introduction Fee paid to Kangxin Hospital under certain circumstances,
including, among others, in the event that Kangxin Hospital is not able to
achieve the growth of audited revenue based on an agreed threshold during
the performance period (i.e. the 12-month period beginning from the 1st day of
the month after the completion of the transfer of management rights of Kangxin
Hospital to Silver Mountain). During the Reporting Period, Kangxin Hospital met
the target growth of revenue over the performance period and hence the Group
shall not be entitled to refund of the Brand Introduction Fee from Silver Mountain.

In the opinion of the Directors, the payment of the Brand Introduction Fee is part
of the Management Arrangements with Silver Mountain for its services during
the Service Period and the introduction of German medical group “Artemed”
brand could bring long-term benefits to the operations of Kangxin Hospital, and
accordingly, the Brand Introduction Fee is amortised over the Service Period.
During the Reporting Period, the amortisation of the Brand Introduction Fee (other
asset) of RMBO.5 million has been charged to profit or loss.
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Accounts and Other Payables and Provision

The accounts and other payables and provision of the Group primarily consisted
of accounts payable, accrued expenses, receipts in advance, payables for
acquisition of property, plant and equipment, provision for medical dispute
claims, other tax payables and others. At 30 June 2023, accounts and other
payables and provisions decreased to RMB651.7 million (31 December 2022:
RMB717.8 million) primarily attributable to: (i) a decrease in accounts payable
to RMB314.0 million (31 December 2022: RMB348.8 million) mainly due to
acceleration of payments to suppliers during the Reporting Period; (i) a decrease
of accrued expenses to RMB85.3 million (31 December 2022: RMB106.2 million);
(iii) a decrease in receipt in advance to RMB185.9 million (31 December 2022:
RMB197.1 million) which mainly represents temporary funds received from social
security insurance fund; (iv) a decrease in payables for acquisition of property,
plant and equipment o RMB27.6 million (31 December 2022: RMB36.6 million);
and (v) an increase in provision for medical dispute claims to RMB2.4 million (31
December 2022: RMB1.2 million).

Current Assets and Net Assets

As at 30 June 2023, the Group recorded net current assets of RMB392.6 million (31
December 2022: RMB289.6 million) and net assets position of RMB1,543.8 million
(31 December 2022: RMB1,514.5 million).

LIQUIDITY AND CAPITAL RESOURCES
Financial Resources

As at 30 June 2023, the Group continued to maintain a strong financial position
with cash and cash equivalents of RMB285.0 million (31 December 2022:
RMB264.3 million), fixed bank deposits of RMB61.6 million (31 December 2022:
nil) and restricted bank balances of RMB35.5 million (31 December 2022: RMB2.3
million). The Group continues to generate steady cash flow from operations.
Taking into account sufficient cash and bank balances, in the opinion of the
directors of the Company, the Group will have adequate and sufficient liquidity
and financial resources to meet the working capital requirement of the Group for
at least the next twelve months following the end of the Reporting Period.
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Management Discussion and Analysis

As at 30 June 2023, as part of the Group’s cash management activities, the
Group had investments (classified as financial assets at FVTPL) in aggregate of
RMB386.0 million (31 December 2022: RMB572.4 million), primarily consisting of, (i)
no portfolio investment fund (31 December 2022: RMB64.4 million), representing
an investment fund, the underlying portfolio of which included a mixture of cash
and shares that are primarily listed in Hong Kong. The portfolio investment
fund was maintained by a discretionary fund manager and measured at fair
value. The Group may at its discretion redeem the fund subject to the relevant
procedures, requirements and restrictions. During the Reporting Period, the Group
redeemed the fund with a cash proceed of RMB65.5 million; (ii) a fund investment
of RMB36.0 million (31 December 2022: RMB18.0 million). In 2021, the Group
entered into a partnership agreement with two independent third parties for the
establishment of a fund, namely, Guangdong Bosong Kanghua Equity Investment
Partnership, L.P., a limited partnership established under the laws of the PRC.
The purpose of the fund is to achieve investment returns and capital appreciation
through carrying out investment, investment management and other activities
in accordance with PRC laws, business scope under business registration, and
the partnership agreement. To the extent permitted by the applicable laws,
the fund will invest primarily in the fields of medical services, biotechnology,
medical equipment, and medical informatics. The initial term of the fund shall
be seven years. As at 30 June 2023, the fund had made equity investments in
two (31 December 2022: two) unlisted companies and the aggregate carrying
amounts of the equity investments was RMB36.0 million (31 December 2022:
RMB18.0 million), which were measured at fair values; and (i) structured short-
term bank deposits of RMB350.0 million (31 December 2022: RMB490.0 million),
representing low-risk structured investment products issued by commercial banks
in the PRC for variable investment returns. Majority of these structured deposits
are with maturities of less than six months and the principal is generally renewed
when matured.
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As part of the Group’s cash management policy to manage excess cash, the
Group purchases investment products from financial institutions to achieve
higher interest income without interfering with business operations or capital
expenditures. The Group carefully balances the risks and returns associated
with the investment products when making the investment decisions. The senior
management of the Group is closely involved in scrutinizing any decision of
the Group to purchase investment products. The investment products should
generally satisfy the following criteria, including: (i) its term should generally not
exceed one year; (ii) it should not interfere with the Group’s business operations
or capital expenditures; (iii) it should be issued by a reputable bank which the
Group has a long-term relationship, preferably exceeding five years; and (iv) the
underlying investment portfolio should generally be low risk.

Cash Flow Analysis

The table below sets forth the information as extracted from the condensed
consolidated statement of cash flow of the Group for the periods indicated:
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For the six months ended 30 June
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Change 2023 2022
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RMB’000 RMB’000

ARBT T AR®ETTT

Net cash flow from operating activities KEEBFBRESNEFE +24.1% 62,571 50,421
Net cash flow from/(used in) investing WEFREHE,(FTA) N/A

activities REMEFRA i A 18,351 (149,356)

Net cash flow used in financing activities BMEEDMAR S REFE +266.3% (60,406) (16,490)

Net increase/(decrease) in cash and cash  RER RS ZEEYE M,
equivalents OB 2) 58 20,516 (115,425)

Net cash flow from operating activities

During the Reporting Period, the net cash flow from operating activities amounted
to RMB62.6 million (six months ended 30 June 2022: RMB50.4 million),
representing a period-on-period increase of 24.1%, which is primarily attributable
to the improvement of our performance in adjusted EBITDA and profit recorded
for the Reporting Period as compared to loss for the same period last year.
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Management Discussion and Analysis

Net cash flow from/(used in) investing activities

During the Reporting Period, the net cash flow from investing activities amounted
to RMB18.4 million (six months ended 30 June 2022: net cash flow used of
RMB149.4 million), which is primarily attributable to (i) a recorded net proceed
from disposal of financial assets at FVTPL of RMB187.5 million (six months ended
30 June 2022: net purchase of financial assets at FVTPL of RMB98.0 million); and (ii)
an increase in purchase of property, plant and equipment and placement of fixed
bank deposits during the Reporting Period.

Net cash flow used in financing activities

During the Reporting Period, the net cash flow used in financing activities
amounted fo RMB60.4 million (six months ended 30 June 2022: RMB16.5 million),
which is primarily attributable to (i) a deposit paid for acquisition of additional
interest in Kangxin Hospital of RMB16.2 million (six months ended 30 June 2022:
nil); (i) new bank loan raised of RMB30.7 million (six months ended 30 June
2022: nil); (iii) the Group has net repayment to non-controlling shareholders of
subsidiaries of RMB26.9 million (six months ended 30 June 2022: net advance
from of RMB32.0 million); and (iv) repayment of bank loans of RMB16.3 million (six
months ended 30 June 2022: RMB15.8 million).

Significant Investment, Acquisition and Disposal

On 22 January 2022, the Group acquired a 57.7% equity interest in & BT & &
2@ FEEE AR A A ("Hefei Aikanghui’) from independent third parties at a
cash consideration of RMB577,000. Hefei Aikanghui and its subsidiary & BE T
BEREZFEEARAD A (collectively referred to as the “Hefei Aikanghui Group”)
were mainly engaged in providing homebased elderly rehabilitation and care
services in Hefei. The transaction was completed on 22 January 2022. The book
values of assets and liabilities of Hefei Aikanghui Group at the date of acquisition
amounted to approximately RMB972,000 and non-controlling interest amounted
to approximately RMB395,000. There is no goodwill arose from this acquisition.
The Group has elected to measure the non-controlling interests in Hefei Aikanghui
Group at the non-controlling interests’ proportionate share of the Hefei Aikanghui
Group's identifiable net assets. Net cash outflow of RMB570,000 is derived by total
cash consideration paid of RMB577,000 less cash acquired of RMB7,000. During
the Reporting Period, the Group acquire additional 32.9% in Hefei Aikanghui for
a cash consideration of RMB49,000 and the change in value of the proportionate
share of net assets attributable to non-controlling interests of Hefei Aikanghui
was approximately RMB57,000.
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Save as disclosed in this report, the Group had no other significant investment,
acquisition or disposal during the Reporting Period.

Cash Management Activities

As part of the Group’s cash management, the Group has from time to time
purchased investment products (structured bank deposits) issued by a reputable
PRC commercial bank with terms ranging from 7 days to 188 days and investment
funds to achieve higher interest income without interfering with business
operations or capital expenditures. The investment products are not rated by any
credit rating agency but is classified as low-risk by the issuing bank and may
involve liquid listed securities. The Group carefully balances the risks and returns
associated with the investment products when making the investment decisions.
The senior management of the Group is closely involved in scrutinizing any
decision of the Group to purchase investment products. Furthermore, the Group
has also invested in investment fund and equity investment fund for the purpose
of generating long-term investment returns. It has been the strategy of the Group
to explore new potential investments projects and capital market investments in
order to diversify business risk as well as broaden income source and spectrum
of the Group and eventually maximizing shareholders’ values. The Company
considers that these investment funds involve scopes that covers quality capital
market stocks and high value-added health industries which are in line with
PRC's development trajectories in the healthcare and technology space which is
highly relevant to the Group’s core business. The Directors consider that, through
appropriate market screening of investment projects by the funds, they will in the
long term be a reasonable investment of the Company and certain of which, may
facilitate the Group’s entry into the relevant healthcare space and establishing
strategic cooperation with relevant players in the market.

Capital Expenditure

The Group regularly makes capital expenditures to expand its operations,
maintain its medical facilities and improve its operating efficiency. Capital
expenditure primarily consists of purchases of property, plant and equipment
(including capital expenditure in construction in progress). The capital expenditure
of the Group during the Reporting Period was RMB82.6 million (six months ended
30 June 2022: RMB78.7 million). The Group has financed its capital expenditure
mainly through cash flows generated from operating activities and bank loans.
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Management Discussion and Analysis

USE OF PROCEED FROM THE INITIAL PUBLIC OFFERING

The Company’s H shares were listed on the Hong Kong Stock Exchange on 8
November 2016. The Company’s net proceeds from the initial public offering
of its H shares amounts to approximately RMB782.6 million (equivalently to
approximately HK$874.9 million) after deducting underwriting commissions and
all related expenses. The net proceeds from the initial public offering have been
and will be utilised in accordance with the purposes set out in the prospectus of
the Company dated 27 October 2016 (the “Prospectus”).

For the six months ended 30 June 2023, of the net proceeds from the initial
public offering, (il RMB78.3 million, representing approximately 10% of the net
proceeds, have been utilised and used as general working capital; (i) RMB134.7
million, representing approximately 17.2% of the net proceeds, have been utilised
and used on expansion of our current operations and upgrading our hospital's
facilities; and (i) RMB175.0 million, representing approximately 22.4% of the net
proceeds, have been utilised and used for acquisition and potential acquisition of
businesses. As at 30 June 2023, out of the balance of the unutilised net proceeds
of RMB394.6 million, part of such proceeds have been used to purchase certain
financial products (classified as financial assets at FVTPL) and placed in fixed bank
deposits to achieve higher interest income and capital return without interfering
with our business operations or capital expenditures to earn better return on our
excess cash balance, and the remaining balance have been kept at the bank
accounts of the Group (included in bank balances and cash). As at the date of this
report, the Company does not anticipate any material change to its plan on the
use of proceeds as stated in the Prospectus.
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The following table sets forth the intended purposes for the net proceeds from the
initial public offering, the utilisation of such proceeds and the timeline of utilisation

estimated by the management:

Net proceeds
from the initial public
offering intended

fRETHE) B HIR -

TREIERAFABREMBRBFENHE
ERE  ZEMBHRENSRBANREERRE

for the purpose Expected timeline
as disclosed Utilisation up to for the utilisation
in the Prospectus 30 June 2023 Unutilised amount  of the unutilised
Purpose (RMB million) (RMB million] (RMB million] ~ amount "
BRERFRERE BE-2-=fF
BENERDRRE AAZTAK
RERERE HAER ABALE RAXDA
Jiiked (AR¥BETRT) (AR¥BET) (ARMEER) SENEHERNE
Expansion of the Group’s current operations and 70.4 8.5 619 By the end of
upgrading of hospital facilifies 31 December 2023
BAXKERBER LA RBRRE RZEZ=%+ZA
=t+—H#
Expansion of operating capacity and capability 2817 126.2 155.5 By the end of
in multi-disciplinary specialised freatment and 31 December 2023
diagnosis and upgrade of medical facilities WZEZ=%+=A
BREEENRSEMDRENAR =+—HA
FRERE R
Expansion of hospital management operations 78.3 - 78.3 By the end of
BABRERZE 31 December 2023
RZB-=F+_A
=t+—H#
Expansion of healthcare operations in the PRC 2739 175.0 98.9 By the end of
through selective mergers and acquisifions 31 December 2023
BRERMOBEARTENBRERK RZZZ=F+_A
=t+—B#
Working capital and other general corporate 78.3 78.3 - -
purposes
LEEELNEM—RAFMR
Total 782.6 388.0 394.6
Mt

Note: Such timeline is an estimation of the management only and is subject to change on

account of the Group’s operating conditions and market conditions from time to time.
In particular, it should not be taken as an indication that any potential transaction is

under negotiation and/or will materialise.
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Management Discussion and Analysis

INDEBTEDNESS

Bank Loans

As at 30 June 2023, the Group had bank loan facilities of (i) RMB620.0 million
for the purpose of funding the development of the Phase Il medical facility and
financing the operations of Kangxin Hospital; and (i) RMB330.0 million for the
purpose of construction development of Kanghua Qingxi Healthcare Complex. Up
to 30 June 2023, RMB376.1 million has been drawn down. As at 30 June 2023,
the Group had secured bank loans of carrying amount of RMB296.7 million (31
December 2022: RMB280.9 million). The principal agreements underlying these
bank loan facilities were as follows:

(i)

a RMB420.0 million fixed asset facility agreement (E & & E (& % &
[A) with Industrial and Commercial Bank of China Limited, Chongging
Jiangbei Branch, pursuant to which RMB169.4 million was drawn down
in year 2019, RMB50.0 million was drawn down in year 2020, RMB60.0
million was drawn down in year 2021 and RMB21.1 million was drawn
down during the Reporting Period. The bank loan carried an interest rate
at the benchmark lending rate offered by the People’s Bank of China
(adjusted annually from the drawn down date) and is secured by shares
pledged over the entire equity in Kangxin Hospital held by the Company
and its non-controlling shareholder. As at 30 June 2023, the carrying
amount of the borrowing in respect of such arrangement amounted to
RMB253.1 million (31 December 2022: RMB243.0 million);
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(ii)

(iii)

> — /’
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a RMB200.0 million financial leasing agreement with Industrial and
Commercial Bank of China Leasing Co., Ltd., pursuant to which, up to 30
June 2023, RMB66.0 million has been drawn down. The loan carried an
interest rate at the benchmark lending rate offered by the People’s Bank of
China plus 5%, which was fixed at the drawn down date. This agreement
involves a sale and lease back arrangement over certain medical
equipment assets of Kangxin Hospital, pursuant to which such assets
have been transferred to the lender and leased back to Kangxin Hospital,
with an option exercisable by Kangxin Hospital to purchase the assets
at a nominal consideration upon the maturity of the lease. Despite that
such arrangement assumes the legal form of a lease, the Group retains
effective control over such assets. Thus, the Group accounted for such
arrangement as a secured loan at amortised cost at an effective interest
rate of 6.74% (31 December 2022: 6.74%) per annum and repayable in
quarterly variable instalments until September 2027. In addition, such
assefs have been pledged to the lender as security throughout the loan
period. As at 30 June 2023, the carrying amount of the borrowing in
respect of such arrangement amounted to RMB34.0 million (31 December
2022: RMB37.9 million). As at 30 June 2023, the property, plant and
equipment with net book value of RMB17.1 million (31 December 2022:
RMB21.0 million) had been pledged to secure the banking facility granted;
and

a RMB330.0 million fixed asset facility agreement with Bank of Dongguan
Co., Ltd., pursuant to which RMB9.6 million was drawn down during the
Reporting Period. The loan carried an interest rate at the LPR (Loan Prime
Rate) announced by the National Interbank Funding Center of China
plus 0.5%, which was fixed at the drawn down date and is secured by
leasehold land held by the Group and guaranteed by Mr. Wang Junyang,
the chairman of the Group. As at 30 June 2023, the carrying amount
of the borrowing in respect of such arrangement amounted to RMB9.6
million (31 December 2022: nil).

(ii)

(iii)
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Management Discussion and Analysis

In connection with the bank loan facilities above, certain of our controlling
shareholders, a non-controlling shareholder of a subsidiary and a related
company controlled by certain of our controlling shareholders provided
guarantees and undertakings in favour of the relevant lender. The financial
assistance provided by certain of our controlling shareholders is exempted from
the connected transaction requirements under Chapter 14A of the Hong Kong
Listing Rules by virtue of Rule 14A.90 of the Hong Kong Listing Rules.

Contingent Liabilities

The Group is subject to legal proceedings and claims in the ordinary of business
primarily arising from medical disputes brought by patients. Provision for medical
disputes is made based on the status of potential and active claims outstanding
as at the end of the relevant period, and primarily taking into account any
judicial appraisal or court determination against the Group. As at 30 June 2023,
except for those disputes with provision made, the total stated claim amount
of the Group’s on-going medical disputes was approximately RMB12.1 million
(31 December 2022: RMB14.0 million) and there were certain medical disputes
without claim amount stated. Based on the Group’s assessment, as at 30 June
2023, provisions of approximately RMB2.4 million (31 December 2022: RMB1.2
million) had been provided and included in accounts and other payables and
provisions of the Group.

As at 30 June 2023, the Group had no contingent liabilities or guarantees that
would have a material impact on the financial position or operation of the Group.

Pledge of Assets

As at 30 June 2023, certain property, plant and equipment of the Group with
net carrying amount of RMB17.1 million (31 December 2022: RMB21.0 million)
and leasehold land (included in right-of-use assets) with net carrying amount of
RMB80.1 million (31 December 2022: nil) had been pledged to secure banking
facilities granted to the Group.
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Capital Commitments

The capital commitments of the Group were primarily attributable to construction
costs relating to the expansion and renovation of the Group’s medical facilities.
As at 30 June 2023, the capital commitments in respect of property, plant and
equipment contracted for but not provided in the interim condensed consolidated
financial information were RMB219.5 million (31 December 2022: RMB262.5
million).

Financial Instruments

The Group’s financial instruments primarily consisted of accounts and other
receivables, financial assets at FVTPL, fixed bank deposits, bank balances and
cash, restricted bank balances, accounts and other payables, amounts due to
non-controlling shareholders of subsidiaries, bank loans and lease liabilities. The
management of the Company manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

Exposure to fluctuation in Exchange rates

The proceeds of raised by the Company in its initial public offering of its H Shares
is denominated in Hong Kong dollars. The Group deposits certain of its financial
assets in Hong Kong dollars, and is mainly exposed to fluctuation in exchange
rates of Hong Kong dollars against RMB. The Group is therefore exposed to
foreign exchange risk.

The Group has not used any derivatives financial instruments to hedge against its
exposure to currency risk. The management manages the currency risk by closely
monitoring the movement of the foreign currency rates and will consider hedging
significant foreign currency exposure should such need arise.

Gearing Ratio
As at 30 June 2023, the Group’s gearing ratio (total interest-bearing bank loans

divided by total equity and multiplied by 100%) was 19.2% (31 December 2022:
18.5%).
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Management Discussion and Analysis

EMPLOYEES, REMUNERATION POLICIES AND TRAINING SCHEMES

The Group’s comprehensive staff remuneration policy comprise basic salary
determined with reference to the individual’s position, seniority and length of
service, performance bonus determined with reference to the metrics specific to
the individual's job function and other benefits. The Group regularly benchmarks
against available market data and adjusts its remuneration structure with a
view to remaining competitive. As at 30 June 2023, the Group had a total of
3,956 (31 December 2022: 3,848) full-time staff. Total staff related costs for the
Reporting Period (excluding directors” and supervisors’ emoluments) amounted
to approximately RMB311.6 million (six months ended 30 June 2022: RMB308.9
million). The Group endeavours to ensure that the compensation level of its
employees remains competitive and in line with market conditions and its
employees are appropriately rewarded based on their performance within the
general framework of the Group’s salary and bonus system.

The Group provides structured training and education programmes to enable
its staff to consistently deliver high quality services. These programmes aim to
equip the staff with a sound foundation of the medical principles and knowledge
as well as practical skills in their respective practice area and foster a high
standard of practice, organisation capability and vigilant attitude. Regular internal
and external mandatory trainings are organised for medical staff to keep them
abreast of the latest development in healthcare. From time to time, the Group
identifies and sponsors its staff with high development potential to undertake
further studies and professional training in prestigious academic institutions
and participate in industry conventions. Medical teams also benefit from the
experience and knowledge exchange during seminars and sharing sessions
regularly held. The Group encourages medical staff to apply for professional
and technical qualifications and enroll in specialised training programmes and
assessments from time to time, including induction training for new employees,
development training for young and middle-aged core talent, medical service
quality training and management training for young core talent, with a view
to ensuring that their relevant professional competencies meet the required
standards. Through various training and education programmes, the Group also
aims to foster a proactive risk reporting culture among staff, which is important in
the early detection of clinical failure and damage control.
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INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six
months ended 30 June 2023 (six months ended 30 June 2022: nil).

REPURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
SECURITIES

During the Reporting Period, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

EVENTS AFTER THE REPORTING PERIOD

On 14 July 2023, the Company entered into a supplemental agreement with
Silver Mountain to extend the term of the Management Arrangements relating to
Kangxin Hospital (details of which are set out in the Company’s announcement
dated 23 May 2022) . The Company is in the process of finalising the details
and implementing the plan of the demerger to carve out the land and buildings
from Kangxin Hospital. The Company is also in negotiation with Silver Mountain
regarding a disposal of a controlling stake in Kangxin Hospital (after the
demerger is completed) and, upon the entering into of a definitive agreement, the
Company will make an announcement in accordance with the Hong Kong Listing
Rules as and when required.

As at the date of this report, save as disclosed above, the Group did not have any
other significant event after the Reporting Period.

REVIEW OF INTERIM REPORT

Audit Committee has reviewed the Group’s interim results and interim report for
the six months ended 30 June 2023 and has opined that applicable accounting
standards and requirements have been complied with and that adequate
disclosures have been made by the Company.

Audit Committee consists of three independent non-executive directors of the
Company, Mr. Chan Sing Nun (the chairman of the Audit Committee), Mr. Yeung
Ming Lai and Dr. Chen Keji. Among them, Mr. Chan Sing Nun has the appropriate
professional qualifications (a certified public accountant accredited by the Hong
Kong Institute of Certified Public Accountants).

The auditor of the Company has also reviewed the Group’s interim results for the
six months ended 30 June 2023 in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.
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Corporate Governance Highlights

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. The Board is of the opinion that the Company has
complied with all code provisions contained in Part 2 under the CG Code during
the six months ended 30 June 2023.

The Board is committed to promoting good corporate governance to safeguard
the interests of the Shareholders and believes that maintaining a high standard
of corporate governance is essential to the success of the Company and would
provide a practice enhancing greater accountability and transparency and
meeting the expectations of the Group’s stakeholders. The Company will continue
to review and enhance its corporate governance to ensure that it will continue fo
meet the applicable requirements of the CG Code.

CHANGES IN INFORMATION OF DIRECTORS, SUPERVISORS AND
CHIEF EXECUTIVES

There has been no change in information required to be disclosed pursuant to
Rule 13.51B(1) of the Hong Kong Listing Rules since the date of the 2022 annual
report of the Company.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE HONG
KONG LISTING RULES

The Company does not have any other disclosure obligations under Rules 13.20,
13.21 and 13.22 of the Hong Kong Listing Rules.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as a code of conduct of the Company
for Directors’ and Supervisors’ securities transactions. Having made specific
enquiry of all Directors and Supervisors, the Directors and the Supervisors have
complied with the required standard set out in the Model Code during the six
months ended 30 June 2023. Employees who are, or likely to be, in possession
of unpublished inside information in relation to the Company or the Shares are
prohibited from dealing in the Shares during the black-out period.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express our
appreciation to the management team and staff of the Group for their contribution
and also to extend my sincere gratitude to all our shareholders and business
partners for their continuous support.

For and on behalf of the Board

Wang Junyang
Chairman

Dongguan, the PRC
31 August 2023
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Other Information
Hib&ER

DIRECTORS’, SUPERVISORS” AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

As at 30 June 2023, the interests and short positions of the Directors, the
Supervisors and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as nofified to the Company and the
Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which he/she were taken or deemed to
have under such provisions of the SFO), or as recorded in the register maintained
by the Company under section 352 of the SFO, or as notified to the Company and
the Hong Kong Stock Exchange pursuant to the Model Code were as follows:

EE EENRSTHRAEBRES

P&

RZBE-_=ZFXA=1+8 xRAREZE &
ERESITHABRAR R E E A 158
FEEERRBHFNMBERMIEXVE) 2 %
7 HERO REEFETREERIEES L
EIEBIEXVEETRESHBAME AR R
LEBBRIMHOES AR (BREESRE
BELRHAEKRI 2 ZFEBRBXER BT E
EEBRER RKR)  HEFABAEART
IRESF R EAEIENIE 352 EFE 2 &8R-
RBBZETUEMNEARRREBEH R
FrevigEss Moxa R ¢
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(a)  The Company () IZN/N
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital®
same class® NG
Number of R E R BRTRA
Name of Director Class of Shares  Nature of inferest Shares R4 A6 BEHD
EEps PR 7 48 5l BaitE ROHE BRAEDLY Bt
Mr. Wang Junyang Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
TEBEE NER interest in the Company": inferest in (Long position]
controlled corporation? (FR)
BABRRARERENHE—FH
BRY RREH
EER RS
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R4 NE R interest in the Company'"; interest in a (Long position)
controlled corporation®: family interest of (&)
spouse”
BBRRAREEGENHE—HH
Ba: REEHEE S
Em": RENREER"Y
Ms. Wang Aigin Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
FEHLL NER interest in the Company™: interest in a Long position)
controlled corporation®; family interest of (E)
spouse!!
BRRARREENHZE AN
BR": RREHEE S
BRY: BRBNREERY
Mr. Wong Wai Hung Domestic Shares  Inferest in a controlled corporation® 25,000,000 10% 7.48%
TEERE NE R REEH A MRS (Long Position)



Notes:

M

(2)

(3)

(4)

(5)

(6)

Pursuant to a concert party agreement, each of Mr. Wang Junyang, Ms. Wang
Aici, Mr. Chen Wangzhi and Ms. Wang Aigin has agreed to jointly control their
respective inferests in the Company and the decisions as to the business and
operations of the Group shall be in accordance with the unanimous consent
of all of them. Therefore, each of them is deemed to be interested in all the
Shares held by them in aggregate by virtue of the SFO.

Kanghua Group (held as to 97.46% by Mr. Wang Junyang) held 197,500,000
Domestic Shares and Xingye Group (held as to 50% by Mr. Wang Junyang)
held 25,000,000 Domestic Shares. As Mr. Wang Junyang controls more than
one third of the voting power at the general meeting of each of Kanghua
Group and Xingye Group, Mr. Wang Junyang is deemed to be interested in
the same number of Shares in which each of Kanghua Group and Xingye
Group is interested by virtue of the SFO.

Xingda Property (held as to 50% each by Mr. Chen Wangzhi and Ms. Wang
Aigin) held 27,500,000 Domestic Shares. As each of Mr. Chen Wangzhi and
Ms. Wang Aigin controls more than one third of the voting power at the
general meeting of Xingda Property, each of Mr. Chen Wangzhi and Ms.
Wang Aigin is deemed to be interested in the same number of Shares in
which Xingda Property is interested by virtue of the SFO.

As Mr. Chen Wangzhi and Ms. Wang Aigin are husband and wife, each of
them is deemed fo be interested in all the Shares held by them in aggregate
by virtue of the SFO.

Mr. Wong Wai Hung holds 34.0% in HH International (as defined below),
which in turns holds 100% in Weishun Property (as defined below), which in
turns holds 100% in Kangwei Industrial (as defined below), which in turns holds
48.0% in Xingye Group. Xingye Group held 25,000,000 Domestic Shares.
As Mr. Wong Wai Hung controls more than one third of the voting power at
the general meeting of Xingye Group, Mr. Wong Wai Hung is deemed to be
interested in the same number of Shares in which Xingye Group is interested
by virtue of the SFO.

The shareholding percentages are calculated on the basis of 250,000,000
Domestic Shares and 84,394,000 H Shares issued by the Company as at 30
June 2023.

B

M

(2)

(3)

(4)

(5)

(6)
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(b)  Associated corporations of the Company

bl AR EEEEE

Approximate
percentage inferest
in the associated

corporation
Name of Director Associated corporation Nature of interest i AR B
EENA TR % E ERME =R
Mr. Wang Junyang Kanghua Group Beneficial owner 97.46%
IEHEE FEEE BalA A
Mr. Wang Junyang Xingye Group Beneficial owner 50%
FEHRE £ EREAA
Mr. Wong Wai Hung Xingye Group Interest in a controlled corporation® 48.00%
TRELRE FZEEE REEHEE R
Mr. Chen Wangzhi Xingda Property Beneficial owner; family interest of spouse 100%
BREER e 4 WY R ERaEAA  EEOREER
Ms. Wang Aigin Xingda Property Beneficial owner; family interest of spouse 100%
ITEHRL BEY % ERBEAEA BEBNRKEER
Nofte: B EE -

Ui Mr. Wong Wai Hung holds 34.0% in HH International (as defined below),
which in turns holds 100% in Weishun Property (as defined below), which in
turns holds 100% in Kangwei Industrial (as defined below), which in turns
holds 48.0% in Xingye Group. As Mr. Wong Wai Hung controls more than one
third of the voting power at the general meeting of Kangwei Industrial, Mr.
Wong Wai Hung is deemed to be interested in the same amount of interest in
Xingye Group in which Kangwei Industrial is interested by virtue of the SFO.

Save as disclosed above, as at 30 June 2023, to the knowledge of the Board,
none of the Directors, the Supervisors or chief executives of the Company had any
interests or short positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which were required fo be (i) notified to the Company and the Hong
Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors, the Supervisors and chief
executives of the Company were taken or deemed to have under such provisions
of the SFOJ; (i) recorded in the register kept by the Company pursuant to Section
352 of the SFO; or {iii) nofified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2023, according to the register kept by the Company pursuant
to Section 336 of the SFO and so far is known to, or can be ascertained after
reasonable enquiry by the Directors, the following person/entity had an interest
or short position in the Shares and underlying Shares which would fall to be
disclosed to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 2 and 3 of Part XV of the SFO, or be directly and indirectly interested in 5%
or more of the nominal value of any class of share capital carrying rights to vote
on all circumstances at general meetings of the Company:

Other Information
Hib &R

FERRAVERS

RIZE-_=FRNA=1TH BRERAXFRE
EH MHERAEIBHEFENE LM - K&
RESMANEIELSEERRAEE - A
T/\i/ﬁ‘%%#ﬂ%’ﬁ&@?ﬁﬁﬁﬁqﬂT%ﬁ*ﬁ?ﬁ

EH M EERDIEXVERE 2 K37 #Z X
/Alﬂzli AIRBEEH AR BENEDEIORR
FERAEEFEERARRBRRANE LHEE
AER A ERERN AR R AT EES%
A E R RS

Interests in the Shares of the Company (@) MARBRDHE R
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Sharesofthe  share capital®
same class® EARDFE
Number of R E R ERTRA
Name Class of Shares  Nature of interest Shares gnligs BEHD
ne/ 28 FR 10 28 5l BHME ROEE BRRRL Batk®
Mr. Wang Junyang Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHEE NER interest in the Company"; interest in (Long position]
controlled corporohonm (Fe)
BRRARAEGNHE—HNER":
REZHZE R
Ms. Wang Aici Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
FEELL NER inferest in the Company” (Long position)
BRRAREEGNHE —HHER" (#7%)
Kanghua Group Domestic Shares  Beneficial owner” 197,500,000 79% 59.06%
RESE NE R EnEBAY (Long position]
(##8)
Mr. Chen Wangzhi Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R4 NER interest in the Company""; interest in a (Long position)
controlled corporation®: family interest of (&)
spouse!! \
BERAR ARG HE—HNER":
REEHEERERY RENREERY
Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
FEHHL NER interest in the Company™ inferest in a Long position]
controlled corporation®: family interest of (&)

spouse”
o) NG S 01k Sl Sl
RREHEENERY: RBOREER"
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HiwEx

Approximate
percentage of
Approximate  the Company's
percentage in total issued
Shares ofthe  share capital®
same class® L NG
Number of HE &5 BRTRA
Name Class of Shares  Nature of inferest Shares R4 ATt BERL
BE/ AR gkl BatE RIEE R BALLE
Xingda Property Domestic Shares  Beneficial owner® 27,500,000 N% 8.22%
M WER EREBAY (Long position)
(##2)
Xingye Group Domestic Shares  Beneficial owner®! 25,000,000 10% 7.48%
AxE NER ERBEEAS (Long position]
(17%)
Mr. Wong Wai Hung Domestic Shares  Interest in a controlled corporation® 25,000,000 10% 7.48%
TRERE NE K REEG B ER Y {Long Position)
(#72)
HH International Investment Domestic Shares  Inferest in a controlled corporation ¥ 25,000,000 10% 7.48%
limited ['HH International’) W& REEHZENER Y (Long Position)
EFERREERAF (##2)
(DEFERD)
Dongguan Weishun Property Domestic Shares  Inferest in a controlled corporation ¥ 25,000,000 10% 7.48%
Investment Co., Ltd. WE R EERER (Long Position)
['Weishun Property’) (1F8)
REMEIRNEREER AT
(MBI ])
Dongguan Kangwei Industrial ~ Domestic Shares  Interest in a confrolled corporation ¥ 25,000,000 10% 7.48%
Investment Co., Ltd. W& R EERER (Long Position)
'Kangwei Industrial’) (&)
REMRREXREERAA
([BREX])
Lin Lijun (*Mr. Lin) H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
MRIE (TH %) HA REEHEE B R (Long position]
(#72)
LVC Assefs Management Limited  H Shares Inferest in a controlled corporation® 11,146,200 13.21% 3.33%
H& REREEE Y (Long position)
(%)
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Hiwgx

Approximate
percentage of
Approximate  the Company's
percentage in total issued
Sharesofthe  share capital®
same class® EFNN
Number of HE &5 BRTRA
Name Class of Shares ~ Nature of inferest Shares R4 ATt BEHL
#E/ AR gkl BaitE ROHE BRADL BaL®
LVC KH Investment L.P. H Shares Beneficial owner® 11,146,200 13.21% 3.33%
Hi& EnBEBAA (Long position)
(##8)
Chen Zhaoming H Shares Beneficial owner 10,595,000 12.55% 3.17%
B kAR Hi& ExEBA (Long position)
(#72)
Haitian (HK) Holdings Limited H Shares Beneficial owner 5,052,600 5.98% 1.51%
(formerly named as “Haitian ~ HA% ExEBA (Long position]
(HK Financial Development (1F8)
Limited’)
BR(BE) ERERATF
(RimBRIER(EE)
SRERARAA])
Zhan Yongxiang H Shares Beneficial owner 5,021,966 5.95% 1.50%
Bk HiR ExEBA (Long position)
(#2)
Mr. Wang Mingsong H Shares Interest in a controlled corporation” 4,880,000 5.78% 1.46%
THREE Hi& REEGEE MR (Long position]
(#72)
Bo An Investments Pte, Lid. H Shares Inferest in a controlled corporation” 4,880,000 5.78% 1.46%
'Bo An Investments’) Hil& REZEEE R (Long position]
BRRELABRAR (#7%)
((BzRE])
Huaxia International Company ~ H Shares Beneficial owner” 4,880,000 5.78% 1.46%
Limited ("Huaxia Infernational’)  HA% ExBEBAD (Long position]
ZEHRERAA (%)
(TZEFER])
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Notes:

U]

(2)

(3)

(4)

(5)

(6)

(7)

(8)
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Pursuant to a concert party agreement, each of Mr. Wang Junyang, Ms. Wang
Aici, Mr. Chen Wangzhi and Ms. Wang Aigin has agreed to jointly control their
respective inferests in the Company and the decisions as to the business and
operations of the Group shall be in accordance with the unanimous consent
of all of them. Therefore, each of them is deemed to be interested in all the
Shares held by them in aggregate by virtue of the SFO.

Mr. Wang Jungyang holds 97.46% and 50% in Kanghua Group and Xingye
Group, respectively. As Mr. Wang Junyang controls more than one third of the
voting power at the general meeting of each of Kanghua Group and Xingye
Group, Mr. Wang Junyang is deemed to be interested in the same number of
Shares in which each of Kanghua Group and Xingye Group is interested by
virtue of the SFO.

Each of Mr. Chen Wangzhi and Ms. Wang Aigin holds 50% in Xingda Property.
As each of Mr. Chen Wangzhi and Ms. Wang Aigin controls more than one
third of the voting power at the general meeting of Xingda Property, each of
Mr. Chen Wangzhi and Ms. Wang Aigin is deemed to be interested in the
same number of Shares in which Xingda Property is interested by virtue of the
SFO.

As Mr. Chen Wangzhi and Ms. Wang Aigin are husband and wife, each of
them is deemed fo be interested in all the Shares held by them in aggregate
by virtue of the SFO.

Mr. Wong Wai Hung holds 34.0% in HH International, which in turns holds
100% in Weishun Property, which in turns holds 100% interest in Kangwei
Industrial, which in turns holds 48.0% in Xingye Group. Xingye Group held
25,000,000 Domestic Shares. As Mr. Wong Wai Hung controls more than
one third of the voting power at the general meeting of Xingye Group, each
of Kangwei Industrial, Weishun Property, HH International and Mr. Wong Wai
Hung is deemed to be interested in the same number of Shares in which
Xingye Group is interested by virtue of the SFO.

Mr. Lin holds 100% in LVC Assets Management Limited, which in turn controls
LVC KH Investment L.P. Each of Mr. Lin and LVC Assets Management Limited
is deemed to be interested in the same number of Shares in which LVC KH
Investment L.P. is interested by virtue of SFO.

Mr. Wang Mingsong holds 100% in Bo An Investments, which in turns holds
100% in Huaxia International. Each of Mr. Wang Mingsong and Bo An
Investments is deemed to be interested in the same number of Shares in
which Huaxia International is interested by virtue of the SFO.

The shareholding percentages are calculated on the basis of 250,000,000
Domestic Shares and 84,394,000 H Shares issued by the Company as at 30
June 2023.
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(b)  Substantial shareholders of other members of the Group b) AEBEEMKEARNEZRRE
Approximate
percentage
interest held
by the substantial
shareholder
Name of member FERRK

Name of shareholder of the Group Nature of interest BEER

BRERER A AEBEHE QR ERE EmME BN B DL

Kangdi Enterprise "2 Renkang Hospital Beneficial owner 15%

B B CEER EmfEB A

Ms. Zhang Dandan ™3 Renkang Hospital Beneficial owner 15%

SR S 2 A0 TRk E=EBA

Ms. Wang Aier ™ Renkang Hospital Beneficial owner 13%

FE R CEER EmfEB A

Notes: Pt aE

(11 Pursuantto an entrusted management agreement, each of Kangdi Enterprise, ] BIEETEERSE  BETEE  RHY
Ms. Zhang Dandan and Ms. Wang Aier irrevocably vested their entire voting ZEIREBRRLZTEEHTATHE
power at any general meeting of Renkang Hospital to the Company. B ERN CREREMRRAS

MEHREEGFBNAAF -

(20 Kangdi Enterprise is held as to 50% by Mr. Wang Zhengren and as to 50% by 20 FTECAEREAARAZEIESARE
Ms. Wang Keying, all of whom are members of the Wang Family and cousins WEEFBS0%EE  H2HMAETK
of Mr. Wang Junyang. RIEMK B R ETEBBEENEE -

(3)  Ms. Zhang Dandan is a member of the Wang Family and aunt-in-law of Mr. 3 K TETRFRREKXNERER
Wang Junyang. B ERER

(4)  Ms. Wang Aier is a member of the Wang Family and aunt of Mr. Wang 4 ITERALZITREIKKEXERTE
Junyang. BREENGEE -

Save as disclosed above, as at 30 June 2023, to the knowledge of the Directors, & E XX BEEI - RZZE-_=F A=+

no other person had, or were deemed or taken to have interest or short position
in the Shares or underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the registry kept by the Company pursuant to Section 336 of the

SFO.
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Report on Review of
HHIS AR S B ERERRE

@ pakertilly
R B [ B

To the board of directors of Guangdong Kanghua Healthcare Co., Ltd
(A joint stock company incorporated in the People’s Republic of
China with limited liability)

INTRODUCTION

We have reviewed the interim condensed consolidated financial information of
Guangdong Kanghua Healthcare Co., Ltd (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 54 to 87, which comprise the interim
condensed consolidated statement of financial position as of 30 June 2023 and
the related interim condensed consolidated statement of profit or loss and other
comprehensive income, interim condensed consolidated statement of changes
in equity and interim condensed consolidated statement of cash flows for the six-
month period then ended, and certain explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in compliance with
the relevant provisions thereof and International Accounting Standard 34 “Interim
Financial Reporting” ("IAS 34") issued by the International Accounting Standards
Board. The directors of the Company are responsible for the preparation and
presentation of the interim condensed consolidated financial information in
accordance with IAS 34. Our responsibility is to express a conclusion on the
interim condensed consolidated financial information based on our review, and
to report our conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.
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Report on Review of Inferim Condensed Consolidated Financial Information
HHIRG RS I ER ERHRE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” ("HKSRE 2410") issued by the Hong Kong
Institute of Certified Public Accountants. A review of the interim condensed
consolidated financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us fo believe
that the interim condensed consolidated financial information are not prepared,
in all material respects, in accordance with I1AS 34.

OTHER MATTER

The comparative inferim condensed consolidated statement of profit or loss and
other comprehensive income, interim condensed consolidated statement of
changes in equity and interim condensed consolidated statement of cash flows
for the six-month period ended 30 June 2022 and the relevant explanatory notes
included in this interim condensed consolidated financial information have not
been reviewed in accordance with HKSRE 2410.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong

31 August 2023

Del Rosario, Faith Corazon
Practising certificate number P06143
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Inferim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
HHIS G ER R EMEERGER

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

Six months ended 30 June

BEASA=tHLLAEAR

2023 2022
—ET=F —F-—
NOTES RMB’000 RMB'000
Bt 5E ARBT T ARBT T
(unaudited) (unaudited)
(RBER) (REgsER)
(restated)
(J&E5)
Revenue Wz 3 987,498 862,722
Cost of revenue Wz A AR (816,504) (774,199)
Gross profit EF 170,994 88,523
Other income HA g A 4 21,179 28,795
Other expenses, gains and losses, net HtX - e REEFE 5 1,122 691
Net provision for impairment losses under the EHEEBEEREXETZ
expected credif loss model REBEREFE (2,236) (2,991)
Administrative expenses TR (125,617) (115,340)
Finance costs BE AR (6,361) (8,550)
Profit/(loss) before tax BB AR A, (&) 6 59,081 (8,872)
Income tax expense FAS Hi R X 7 (29,715) (13,399)
Profit/(loss) and total comprehensive HARF, (BE) k20|
income/(loss) for the period WA (E18) 1258 29,366 (22,271)
Profit/(loss) and total comprehensive THEIBEEIGEHA
income/(loss) for the period wmAL (B8 R2M|
atfributable to: WA/ (E18) 458 -
Owners of the Company VAN/NETEZ SN 50,655 (4,771)
Non-controlling inferests FEVEAR (21,289) (17,500)
29,366 (22,271)
Earnings/(loss) per share BRAEFR, (EE)
Basic (RMB cents) EXR(ARED) 9 15.1 (1.4)
Diluted (RMB cents) B8 (AR%ED) 9 15.1 (1.4)

off
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Interim Condensed Consolidated Statement of Financial Position

REAR AR S B IR R

At 30 June 2023
RZEZ=FA=1+H

At At
30 June 31 December
2023 2022

RIBEZ=F% R-Z—_—
~B=+H +tZ—A=+—H

NOTES RMB’000 RMB’000
B 5 AR¥T T ARBFIT
(unaudited) (audited)
(REER) (JEEZ)
(restated)
(&E7)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment W BB M&E 10 1,113,383 1,085,833
Right-of-use assets FHREEE 10 302,313 319,916
Goodwill RS 1 29,101 29,101
Other asset Hi&E 13 18,917 19,417
Deposits paid for acquisition of property, WHEM % - BRE R&E
plant and equipment [RANE & 12,887 58,073
Financial assets at fair value through BEATEF AEER
profit or loss TRMEE 14 36,000 82,449
Total non-current assets ERBEERE 1,512,601 1,594,789
CURRENT ASSETS mEBEE
Inventories rE 76,376 86,746
Accounts and other receivables JrE Ukt BR 7k e E At i WS FR B 12 337,308 281,183
Financial assets at fair value through BEATER ABER
profit or loss CREE 14 350,000 490,000
Restricted bank balances TIRAIRIT 4584 35,486 2,279
Fixed bank deposits EBIRITFER 61,638 =
Bank balances and cash RITEHRNMES 285,016 264,337
Total current assets MBEEEE 1,145,824 1,124,545
CURRENT LIABILITIES REEE
Accounts and other payables and provision JE AT BR 30 B HL il JE A< R IB
N 15 651,720 717,811
Amounts due to non-controlling shareholders of &< Bft B A & 0 SE 4 A%
subsidiaries &% 3R 5K I8 - 26,861
Bank loans — due within one year RITER——F A ZH 16 30,930 28,822
Lease liabilities HEAE 44,496 41,610
Tax payables FES I8 26,094 19,881
Total current liabilities mENEEHRE 753,240 834,985
NET CURRENT ASSETS RBEEFEE 392,584 289,560
TOTAL ASSETS LESS CURRENT LIABILITIES REERRBAR 1,905,185 1,884,349

EREEEERNAR DA P EHRE 2023



Interim Condensed Consolidated Statement of Financial Position

RHART AR S I AR AR

At 30 June 2023
R-ZE_=FA=+H

At At
30 June 31 December
2023 2022
RZEBZ=F RZZ2—_—
~NA=Z+H +-A=+—H
NOTES RMB'000 RMB'000
Nz ARET T AREF T
(unaudited) (audited)
(REEERZ) (BEz)
(restated)
(&E:75))
NON-CURRENT LIABILITIES FRBEE
Bank loans — due after one year RITEH——FEIE 16 265,774 252,
Lease liabilities HEBE 84,410 107,375
Deferred tax liabilities BRERIBEAE 11,164 10,335
Total non-current liabilities EMBBEELRRE 361,348 369,821
NET ASSETS BEEFE 1,543,837 1,514,528
EQUITY s
Equity attributable to owners of the Company ARAREE ABLER
Share capital &% 7R 17 334,394 334,394
Reserves & 1,215,268 1,164,613
1,549,662 1,499,007
Non-controlling interests e R A (5,825) 15,521
TOTAL EQUITY A% 1,543,837 1,514,528
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Interim Condensed Consolidated Statement of Changes in Equity
HHIS R S RS B

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA

Attributable to owners of the Company

ANAEAARL
Non-
Share Share Capital ~ Statutory Other ~ Refained controlling
capital  premium reserve reserve reseve  eamings  Sub-fofdl inferests Total
FER

Bx  Bite® ExERE ATRE  AbEE  REER It i st
RMBOOD  RMBOOO  RMBOOD ~ RMB0OO  RMBOOO  RMBOOO  RMBO00  RWBO0D  RWB000
ARBTL ARETL ARBTR ARETR ARETRL ARRTT ARETT ARETT ARBTR

(note)
(firz)
At January 2023 laudited) W-E-ZF-f-H
(B&H) 334,394 698,214 53,394 141,413 1477 258977 1,487,869 14,638 1,502,507
Adiusiments [noe 25) B (3 2b) - - - - S 1Y I 5 8 1202
At January 2023 [restated) RZZ-=§-A-B
(5 334,394 698,214 53,394 141,413 1477 21015 1,499,007 15521 154,528
Profit and fofal comprehensive income/ B3R R 2EMA /
(loss] for the period (B8)es - - - - - 50655 50655  (21289) 29,366
Acquisition of addifional inferesting Wi — 324
non-wholly owned subsidiary MBRREBIMER
[note 18(bliil (Bt £ 1800l = = = = = = = (57) (57)
At 30 June 2023 [unaudited RZBZ=FxRA=1H
(REER) 334,394 698,214 53,394 141,413 1477 320,770 1,549,662 (5,825 1,543,837
At1 January 2022 (audited) RZEZZ5-f-R
(B&H) 334,394 698,214 53,394 115,245 1477 20413 1,426,837 47590 1474427
Adjustments [note 2(b) ERURI) - - - - - 12473 12473 1000 13,473
A1 January 2022 lrestoted) RZZ--f¥-A-H
(5 334,394 698,214 53,394 115,245 1477 236,586 1,439,310 48,590 1,487,900
Loss and fofal comprehensiveloss ~ E3REE R 2E
for the period EREs - - - - - (477 @ 750 22,270
Acquisition of a subsidiary WE-ENEAT
(note 181bil) (B £ 18(ol) - - - - - - - 395 395

At30 June 2022 (unaudited) (restated) R=ZE==% =18
(RIEER) (L5 334394 698214 53304 115,245 1477 231815 1,434,539 31485 1,466,024

Note: Included in the Group’s retained earnings is an amount of RMB3,616,000 as at 30 s R - T - =F A=+ Hit ARNEBRH

June 2023 (31 December 2022: RMB2,290,000) which represents restricted retained BFFHESREARES3616,000T (ZFT==
earnings from Anhui Hualin Group that are non-distributable other than upon F+-_A=+—H: AR%2290,000T)
liquidation. BZREREENIREKRERF - BRIE

B BAINA DK ©
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Interim Condensed Consolidated Statement of Cash Flows

FEAfS G S IR ERER

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

Six months ended 30 June
HEA~NB=1tHILE~ER

2023 2022
—E=F —F-—
RMB’000 RMB'000
ARBT T ARBT T
(unaudited) (unaudited)
(RBER) (REER)
NET CASH FROM OPERATING ACTIVITIES RETHREFH 62,571 50,421
CASH FLOWS FROM INVESTING ACTIVITIES REFHHMERERE
Interest received 2R B 1,576 946
Purchases of items of property, plant and equipment B E %% - /= K& EHEE (77,936) (33,748)
Proceeds from disposal of property, plant and HEME  BFERZEFTERIE

equipment 56 10
Deposits paid for acquisition of property, plant and WiEMmZ BERREEHES

equipment (4,433) (9,862)
Payment of other asset H&EERNK - (20,000
Net cash outflow on acquisition of a subsidiary Uo RE —FEIPN BB 1 B3R 6 R - (570)
Purchases of financial assets at fair value through BERAFEFABEN

profit or loss TREE (368,000 (733,000)
Proceeds from disposal of financial assets at fair value &R A FET ABRHN SR

through profit or loss é{?E’JFﬁﬁmlﬁ 555,549 635,000
Investment income received from financial assets at BAVEFABENERMEE

fair value through profit or loss W ER 8915 & i A 6,384 7,864
Placement of restricted bank balances TR IR (405,227) (405,091)
Withdrawal of restricted bank balances REUZ PR HI R 1T 45 4 372,020 406,095
Placement of fixed bank deposits 17 e BRI T 7 3K (61,638) (6,000)
Withdrawal of fixed bank deposits IRAUE BASRITIF R - 9,000
Net cash from/(used in) investing activities REZBRE (R BLFHE 18,351 (149,356)
CASH FLOWS FROM FINANCING ACTIVITIES METBAERERE
Acquisition of additional interest in a non-wholly WE—RIIFEEERBRARZ

owned subsidiary HIMER (57) =
Deposit paid for acquisifion of additional interestina  Y¢f —RZF2 EMB AR Z

non-wholly owned subsidiary BINERDTIES (16,200) =
New bank loans raised ﬁﬁ?m%ﬁﬁﬁ%ﬁk 30,702 -
Principal portion of lease payments HENREE2EHH (24,663) (18,107)
Interest paid B B (7,070) (13,209)
Repayment of bank loans EERITER (16,257) (17,174)
Repayments to non-controlling shareholders of BARTHEBRRIFERKRER

subsidiaries (55,763) (24,000)
Advances from non-controlling shareholders of K E W% a8 FEE AR AR R Y

subsidiaries B 28,902 56,000
Net cash used in financing activities RMETBARESFE (60,406) (16,490)
NET INCREASE/(DECREASE) IN CASH AND CASH RERBESZEYWIEM OBD)

EQUIVALENTS FAE 20,516 (115,425)
Cash and cash equivalents at beginning of the period H¥R & RIREZEY 264,337 237,343
Effect of foreign exchange rate changes, net bR FEh R B HEE 163 370
CASH AND CASH EQUIVALENTS AT END OF BARBEERREEEY - RIT

THE PERIOD, REPRESENTED BY BANK BALANCES ERRBRE

AND CASH 285,016 122,288
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Notes to Interim Condensed Consolidated Financial Information

GENERAL INFORMATION AND BASIS OF PREPARATION

JBE S 2E BRI A BR A W (Guangdong Kanghua Healthcare Co.,
Ltd.) (the “Company”) was established as a limited liability company in the
People’s Republic of China (the “PRC” or “China”) and its overseas listed
ordinary shares (the “H Shares’) are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”). The
Company's immediate and ultimate holding company is H5E 7 ft #E 4% &
4E 4] 4 FR 2> 7] (Dongguan Kanghua Group Co., Lid.) ("Kanghua Group”),
a limited liability company established in the PRC. The addresses of the
registered office and the principal place of business in Hong Kong of the
Company are 3/F, Outpatient Zone One, Dongguan Kanghua Hospital,
Nancheng Street Road, Dongguan, Guangdong Province, PRC and
Unit 3207, Metroplaza Tower 2, 223 Hing Fong Road, Kwai Fong, New
Territories, Hong Kong, respectively.

The Company and its subsidiaries (collectively referred as the “Group”)
are principally engaged in the provision of hospital services, provision
of rehabilitation and other healthcare services and provision of elderly
healthcare services in the PRC.

The interim condensed consolidated financial information is presented in
Renminbi ("RMB”), which is also the functional currency of the Company.
All values are rounded to the nearest thousand, except when otherwise
indicated.

The interim condensed consolidated financial information has been
prepared in accordance with International Accounting Standard (“IAS”)
34 “Interim Financial Reporting” issued by the International Accounting
Standards Board (“IASB”) as well as with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange. The interim condensed consolidation
financial information does not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s consolidated financial statements for the year
ended 31 December 2022.

AR ERAR S M E R M

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA
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Notes to Interim Condensed Consolidated Financial Information
R HIfS AR AR S BT R E R AT

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

60 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023

PRINCIPAL ACCOUNTING POLICIES

The interim condensed consolidated financial information have been
prepared on the historical cost convention, except for certain financial
assets that are measured at fair values.

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with those
applied in the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2022, except for the adoption
of the following new and amendments to International Financial Reporting
Standards ("IFRSs") issued by IASB for the first time for the current period’s
financial information.

IFRS 17 (including the June 2020 and
December 2021 Amendments to IFRS 17)

B EREENBET7R(BE_S_FF AR AKX

ZE S+ AR BmELENETRIEFTA)
Amendments to IAS 8
Bl & a2 R 8 SR IBE]T A
Amendments to I1AS 12

EEEHEE

IR B AR & B 75 B B R A SR A AR
FRARE HETERAFEFED
TRAEEARRI -

mEPHERES M EERARAN
SR BRERRASEEE_T_—
FT-A=+T—RLEFENFELS
MBEBRAKAE B EARNKER
AEIE OIS E R B RRA AT i B
REFTERR B S MME AT R
BHREER ((RRFHHREER]) &
HAZFTARRSIN

Insurance Contracts

Definition of Accounting Estimates
GEHAFTEER

Deferred Tax related to Assets and Liabilities arising from a

Single Transaction

HR 25 ERIE125S 5] A
Amendments to IAS 12
B g R B 12 9B E] K

The nature and the impact of the amendments to IFRSs that are applicable
to the Group are described below:

(a)  Amendments to IAS 8 clarify the distinction between changes in
accounting estimates and changes in accounting policies. Accounting
estimates are defined as monetary amounts in financial statements
that are subject to measurement uncertainty. The amendments
also clarify how entities use measurement techniques and inputs to
develop accounting estimates. The amendments apply to changes
in accounting policies and changes in accounting estimates that
occur on or after the start of 1 January 2023. The amendments are
not expected to have any significant impact on the Group’s interim
condensed consolidated financial information.

HE-RHGEXMNEERBER@ANRLERIE
International Tax Reform-Pillar Two model Rules
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Notes to Interim Condensed Consolidated Financial Information
R HISRR AR S BT R E R AT

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

(b)

Amendments to IAS 12 narrow the scope of the initial recognition
exception in IAS 12 so that it no longer applies to transactions that
give rise fo equal taxable and deductible temporary differences, such
as leases and decommissioning obligations. Therefore, entities are
required to recognise a deferred tax asset (provided that sufficient
taxable profit is available) and a deferred tax liability for temporary
differences arising from these transactions. The amendments are
applied to transactions related to leases and decommissioning
obligations at 1 January 2022, with any cumulative effect recognised
as an adjustment to the opening balance of retained profits or other
component of equity as appropriate at that date. In addition, the
amendments shall be applied prospectively to transactions other
than leases and decommissioning obligations.

The impacts and changes in accounting policies on application of the
amendments are summarised below:

Accounting policies of taxation (extract)

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

J when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss
and at the time of the transaction does not give rise to equal
taxable and deductible temporary differences; and

o in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the
foreseeable future.

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR
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Notes to Interim Condensed Consolidated Financial Information
R HIfS AR AR S BT R E R AT

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

2.

PRINCIPAL ACCOUNTING POLICIES (contd)

(b)

62 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023

(Contd)

Accounting policies of taxation (extract) (Contd)

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carryforward of unused
tax credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss and at the time
of the transaction does not give rise to equal taxable and
deductible temporary differences; and

o in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.

For leasing transactions in which the tax deductions are attributable
to the lease liabilities, the Group applies IAS 12 requirements to
the lease liabilities and the related assets separately. The Group
recognises a deferred tax asset related to lease liabilities to the extent
that it is probable that taxable profit will be available against which
the deductible temporary difference can be utilised and a deferred
tax liability for all taxable temporary differences.

Transition and summary of effects
In accordance with the transition provision:
(il  the Group has applied the new accounting policy

retrospectively to leasing transactions that occurred on or after
1January 2022;

2.
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Notes to Interim Condensed Consolidated Financial Information
R HISRR AR S BT R E R AT

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

(b)

(Contd)

Transition and summary of effects (Contd)

(il the Group also, as at 1 January 2022, recognised a deferred
tax asset (fo the extent that it is probable that taxable profit will
be available against which the deductible temporary difference
can be utilised) and a deferred tax liability for all deductible
and taxable temporary difference associated with right-of-use-

assefs and lease liabilities.

The effects of the changes in accounting policy as a result of
application of the amendments to IAS 12 which were applied on
retrospectively on the interim condensed consolidated statement of
profit or loss and other comprehensive income and earnings/(loss)

per share, are as follows:

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

ERETBR @)
bl (&)

BENMNTZERE (E)

i) ANEBR-_ZT-_—_F—AHA
—ANEFEREEER
HEaEMBE a1
T E R B E R R
IR IB & B (VAR 7] g2 EX
B B EINE
= B R0 A FE SRR 5
BR) MIEEREA S -

BRAERBER e R FE1257E
A (BEBYPER) 2 HEN
HEY R RAS SRR M EAM
PHWHEEARSREN, (B
B)RMZENT :

Six months ended 30 June
BHEAA=THILEAEAR

2023 2022
ZECZZ=F “E-F
RMB’000 RMB’000
ARET R ARBTT
Impact on profit/(loss) and total HBRER, (BB K
comprehensive income/(loss) for the period ZEBA (BB BENTE
Increase in income tax expense BTS84 5 38 1,257 669
Decrease/increase in profit/lloss) and total BREF/ (BB REE
comprehensive income/(loss) for the period WA/ (E18) @Eam D,/ 18 1,257 669
Decrease/increase in profit/(loss) and total THSEREHNET, (EE)
comprehensive income//(loss) for the period REERA (BE) B8
attributable to: B/
Owners of the Company ViN/NIEZZS N 1,161 615
Non-controlling interests TR S 96 54
1,257 669
Impact on basic and diluted earnings/(loss) HEREARBERR, (FB)
per share MEE
Basic and diluted earnings/(loss) per share HEASRERAREE
before adjustments &,/ (E8) 155 1.2)
Net adjustments arising from change in EHRHEER ZHNELEN BT ERN
accounting policy in relation to deferred tax BHRREDELNTAE
impact on leasing transactions (0.4) (0.2)
Reported basic earnings/(loss) per share ERERELRF,(EB) 15.1 1.4)

EREEEERNAR DA P EHRE 2023
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Notes to Interim Condensed Consolidated Financial Information

ARG S M E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

(b)  (Contd)

2. FESTHHBER®E

b) (&)
Transition and summary of effects (Cont'd) BMENRTEGE (&)
The effects of the changes in accounting policy as a result of RN ER R 2 2R 81252
application of the amendments to IAS 12 which were applied on AR (BRPER) 2 8THERSY
retrospectively on the condensed consolidated statement of financial BPHEERUBRFERBIZE
position as at the end of the immediately preceding financial year, i.e. T+ A=+—H)MEH
31 December 2022, are as follows: HEMBRARNTZENT ¢
At At
31 December 31 December
2022 2022
i —— i ——
+=-—A=+—H +ZA=+—H
(Originally stated) Adjustments (Restated)
(R5cF%)) AR (g &)
RMB'000 RMB'000 RMB'000
ARETF T ARET T ARBT T
Total effects on net assets HEEENESE
Deferred tax liabilities BIERIAE B (22,356) 12,021 (10,335)
Total effects on equity HiEZNEyE
Non-controlling interests FEPE AR M 14,638 883 15,521
Equity attributable to owners RARHE AEGER
of the Company 1,487,869 1,138 1,499,007
1,502,507 12,021 1,514,528
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Notes to Interim Condensed Consolidated Financial Information

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

(b)  (Contd)

Transition and summary of effects (Contd)

The effects of the changes in accounting policy as a result of
application of the amendments to IAS 12 which were applied on
retrospectively on the condensed consolidated statement of financial
position as at the beginning of the comparative period, i.e. 1 January

e = p2-.<B\IN 2
FHARBAAR & B S & R &
For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA
2. EESTHBE®
b) (&)
BERTERE (F)
BRERBKR A ERE125RE
IR (BEAER) 28t R

MEBH L RARHN (B —F
T —F—A—RH)NEREE Y

2022, are as follows: BARRERHZEDT -
At At
1January 1January
2022 2022
R-E—-— R-ZT——
—H—H —H—H
(Originally stated) Adjustments (Restated)
(R5cF%1)) K (5 E5)
RMB’000 RMB’'000 RMB’000
AREFIT AREFIT AREF T
Total effects on net assets HEFEENEZE
Deferred tax liabilities BERIEAEE (23,207) 13,473 (9,734)
Total effects on equity HERNESE
Non-controlling interests JEPE AR M 47,590 1,000 48,590
Equity attributable to owners RABEE AL R
of the Company 1,426,837 12,473 1,439,310
1,474,427 13,473 1,487,900
Except as described above, the application of the new and other B bRt E SN - AR ER AR R

amendments to IFRSs in the current interim period has had no
material impact on the Group’s financial positions and performance
for the current and prior periods and/or on the disclosures set out in
the interim condensed consolidated financial information.

F& P T T B B 7% s 5 22 R e B
eI A - HAK B AHRE KB
EHMB P BHRR RRE R,
RIS AR A IS E R TR R
FHEIEBATE -
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Notes to Interim Condensed Consolidated Financial Information

HFHARBAAR & B S & B &
For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

3. REVENUE AND OPERATING SEGMENT INFORMATION 3.

The Group is principally engaged in (i) provision of hospital services; (ii)
provision of rehabilitation and other healthcare services; and |iii) provision

of elderly healthcare services.

Revenue

An analysis of the Group’s revenue for the period is as follows:

hm &k EE D HER
A B E B E IR R ¢ (032

HEEREMBERS  RiilEH#EE
FRERS

AEBHAM ST -

Six months ended 30 June
HEARA=THILAER

2023 2022
—E-= —E-F
RMB’000 RMB'000
AR®T T ARBFT
(unaudited) (unaudited)
(REER) (CRigEZ)
Recognised over fime: B A R SR -
Hospital services: BT AR -
— Inpatient healthcare services —(F B ERYS 547,443 444,340
— Outpatient healthcare services — .:J)% B R 312,416 315,637
— Physical examination services — AR 61,024 46,766
Rehabilitation and other healthcare services: FRIEREMBERY
— Rehabilitation hospital and —REB R K E M EERS
other healthcare services 32,035 22,600
— Rehabilitation centre services and —REF LIRS & E b AR
other services 28,706 26,816
Elderly healthcare services EFEEERS 5,874 6,563
Total revenue from contract with customers EEEHNBEK R 987,498 862,722
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Notes to Interim Condensed Consolidated Financial Information

REVENUE AND OPERATING SEGMENT INFORMATION (Contd)

Operating segment information

Information reported to the executive directors of the Company, being the
chief operating decision maker (the “CODM"), for the purposes of resource
allocation and assessment of segment performance focuses on types of

service provided.

The Group’s operating segments are classified as (i) hospital services; {ii)
rehabilitation and other healthcare services; and (i) elderly healthcare
services. The details of the Group’s operating segments are as follows:

[l Hospital services:

(i)  Rehabilitation and
other healthcare
services:

[iiil  Elderly healthcare
services:

Provision of hospital services includes
(i) inpatient healthcare services which
generally refer to the treatment of patients
who are hospitalised overnight or for an
indeterminate period of time; (i) outpatient
healthcare services which generally refer
to the treatment of patients who are
hospitalised for less than 24 hours; and
(iii) physical examinations services which
generally refer to the clinical examination of
individuals for signs of diseases and health
advisory services.

Provision of rehabilitation services
generally refers to provision of special care
services to patients with permanent or
long-term physical or mental disabilities.
Other healthcare services include elderly
healthcare and training services for the
disabled.

Provision of elderly healthcare services,
including assisted living, adult daycare, long-
term care, residential care and hospice care
to the aged patients.

These operating segments also represent the Group’s reportable segments.
No operating segments identified by the CODM have been aggregated in
arriving at the reportable segments of the Group.

3.

REARRRAR S

IR E R

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA

BER (#)

HEITERD B RFHE D BBRIR M E
NRAATEE (NET2LEREE

([ BEEREE) S/OAHAE
PR LR 5 0 ERL -

REBMEE DD 30 BB AR ¢ (i)
BEEEMERERRS  Rlii)lZFBE
ARH - REEZEEDHAFFBAOT

M AR

RHENER RS E
R MEB B IRTS —
RIERBERITE
B A BT B0 AR it
aE 2 BE
R — A3 ™ AP
D24/ N R A
1O B ¢ K i) 88
wARH —RIERE
AR B BRI R
JK B B AR e B B AR

f w AR
i) BERE REEERHE R
hER HERKAXKEHRH
R BABHEELRNZ
ERERFREER
e HiBERYK
BREFEELE
RALIIRART
il EZFBERE REZFBEERS-
R#%: BRELEHB - K
ABFE - REAEE -
EBEE R ZFR
AR ER R BRI -
ZEREDHNMRERAREN A 2]
DEP e REEAEE KA 2 R0 A6
BMEAHIBLERRERENLSE
2 HB
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Notes to Interim Condensed Consolidated Financial Information

ARG S M E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

3. REVENUE AND OPERATING SEGMENT INFORMATION (Contd)
Segment revenues and results

The following is an analysis of the Group’s revenue and results by operating
segments:

For the six months ended 30 June 2023 (unaudited)

S
T

e
X
AAl
T
Sy
okt
3
A
@ﬁj

(REEZ)

Rehabilitation

and other Elderly
Hospital healthcare healthcare
services services services Total
BEREAM EF
BIRARK BRERX% BREERK% ‘et
RMB'000 RMB’000 RMB’000 RMB’000
ARETT ARBET T ARETR ARBTT
SEGMENT REVENUE 2 E
External sales INEBSHE 920,883 60,741 5,874 987,498
Segment profit 5 5 159,714 9,549 1,731 170,994
Other income HEplg A 21179
Other expenses, gains and Htfx - W RkEE
losses, net FEE 1,122
Net provision for impairment BHEEERELN
losses under the expected BT RERBE
credit loss model B (2,236)
Administrative expenses THAX (125,617)
Finance costs BERAK (6,361)
Profit before tax B 5 B 4 59,081
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Notes to Interim Condensed Consolidated Financial Information
R HISRR AR S BT R E R AT

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

3. REVENUE AND OPERATING SEGMENT INFORMATION (Contd) 3. WamEk&E&EDIMER (#2)

Segment revenues and results (Contd) 7 EB U AR N AR ()
For the six months ended 30 June 2022 (unaudited) (ET - _FRXA=THIEARHEA
(RgsER)

Rehabilitation

and other Elderly

Hospital healthcare healthcare
services services services Total

18 R E A EFE
B R BERS BER® @t
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETT ARBTT ARETT

SEGMENT REVENUE 7 U
External sales SNERSHE 806,743 49,416 6,563 862,722
Segment profit o aba 81,169 5121 2,233 88,523
Other income EA 28,795
Other expenses, gains and EmAy  WakEE

losses, net #E 691
Net provision for impairment BEHEEBEELN

losses under the expected BT 2 RERE

credit loss model BEFE 2,991)
Administrative expenses TEAEY (115,340)
Finance costs BE AR (8,550)
Loss before fax bR A& 1R (8,872
There were no inter-segment sales during both periods. 7 PR B HA P 0 A ) BRI SH 65 o
The accounting policies of the operating segments are the same as the KRESBNEFTHRERKE G
Group’s accounting policies. Segment profit represents the profit earned by FAR o 5 &0 A6 & o 56 R E A &
each segment without allocation of other income, other expenses, gains F o I ES B EAWA - R -
and losses, net, net provision for impairment losses under the expected WamkEEFE BHFEBBEN
credit loss model, administrative expenses and finance costs. This is the THREBEREGETFRE THRAI X
measure reported to the CODM of the Group for the purposes of resource BEMKA ot T B IR Bt R R IRFT
allocation and performance assessment. HMERTAEEETELERKED

AEAR -

Except as disclosed above, no other amounts are regularly provided to the bR EMATIREEIN WREMSET
CODM of the Group and therefore, no further analysis is presented. HRETFAEEEFETLEEREE W

WEZHE—F D -
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Notes to Interim Condensed Consolidated Financial Information

ARG S M E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

4.  OTHER INCOME

4. HAWA

Six months ended 30 June
BEAA=1THILEAREAR

2023 2022
—E-=HF —E-=
RMB’000 RMB’000
ARBT T ARETF T
(unaudited) (unaudited)
(REER) (REEEZ)
Investment income from financial assets at BATEFABENCREE
fair value through profit or loss TEWA 6,384 7,907
Clinical frial and related income E?f*ﬂﬁ&*@ A 5,303 3,919
Fixed operating lease income ELEHEWA 1,922 2,383
Bank and other interest income ﬁﬁﬁ R B A A1 B A 1,576 946
Local health service income & b R AR IS U 1,316 1,202
Government subsidies 87 e B 632 789
Vaccine-related income LRI LN = 5,793
COVID-19 related rent concession COVID-19 8 RETH & B Rk - 3,691
Others HAith 4,046 2,165
21,179 28,795
5. OTHER EXPENSES, GAINS AND LOSSES, NET 5. HitfiX - WaEREBEFE
Six months ended 30 June
HEAA=1THILAER
2023 2022
B =F —F-—
RMB’000 RMB’000
ARBT T ARET T
(unaudited) (unaudited)
(REERZ) (CREEEZ)
Fair value gain/(loss) on financial assets at BRAFEFABENEREE
fair value through profit or loss NEEWRE (EE) 1,718 (2,361)
Net exchange (loss)/gain X (B8) e FE (493) 3,076
Loss on disposal of property, plant and LEME  BERZENER
equipment (93) (14)
Donations B (10) (10)
1,122 691
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6.

Notes to Interim Condensed Consolidated Financial Information
R HISRR AR S BT R E R AT

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

PROFIT/(LOSS) BEFORE TAX

6.

BRBLATEF, (B51R)

Six months ended 30 June
BEAA=1THILEAEAR

2023 2022
—E-=F —E-—
RMB’000 RMB'000
AREEF T AREF T
(unaudited) (unaudited)
(REEZ) (REER)
Profit/(loss) before tax has been arrived at BrR&EATE A (B1B) &R T3
after charging: HRBESN:
Depreciation of property, plant and equipment  #1% - /= KRBT E 54,853 57,008
Depreciation of right-of-use assets CRAEEENE 18,117 18,127
Research and development expenditure FEER X 258 563
Short-term lease expenses HHAERY 1,445 1,421
Variable lease rentals in respect of hospitals HERARNATZHEERS 6,399 3,029
Cost of inventories recognised as expenses BRAFAXMFERA
[representing pharmaceutical products and (5 P A 5 qh DA SR R4 PA
consumables and others used, KMEAM - FF AU AA)
included in cost of revenue) 433,962 394,965
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ARG S M E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

7. INCOME TAX EXPENSE 7. FBHAX
Six months ended 30 June
HERA=THIL~ER
2023 2022
—E-=F —E- =
RMB’000 RMB’000
ARBT T ARBFT
(unaudited) (unaudited)
(REEZ) (REER)
(restated)
(&E5)
PRC Enterprise Income Tax (“EIT") RElEATST ([REEREH)
Current tax BN ERTE 1R 28,606 12,887
Under (over) provision of EIT in prior years BEFELEMSEH
BET R (BREREE) 129 (4)
28,735 12,883
Hong Kong Profits Tax BENGEM
Current tax BIHARR 18 151 -
28,886 12,883
Deferred tax PRI FLIE 829 516
29,715 13,399

Under the Law of the PRC on EIT (the “EIT Law”) and the Implementation
Regulation of the EIT Law, a subsidiary which operates in Mainland China
is subject to corporate income tax at a rate of 25% on the taxable income
for both periods. Certain subsidiaries of the Group in Mainland China are
regarded as “small and micro enterprises” and, accordingly, were entitled
to a preferential income tax rate of 2.5% to 10% (six months ended 30 June
2022: 2.5% to 10%) during the current interim period.

On 21 March 2018, the Hong Kong Legislative Council passed The Inland
Revenue (Amendment) (No. 7) Bill 2017 (the “Bill") which introduced the two-
tiered profits tax rates regime. The Bill was signed into law on 28 March
2018 and was gazetted on the following day. Under the two-tiered profits
tax rates regime, the first HK$2,000,000 of profits of the qualifying group
entity are taxed at 8.25% and profits above HK$2,000,000 are taxed at
16.5%. The profits of group entities not qualifying for the two-tiered profits
tax rates regime are taxed at a flat rate of 16.5%.

éi
P aan
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Notes to Interim Condensed Consolidated Financial Information

INCOME TAX EXPENSE (Contd)

Accordingly, the Hong Kong Profits Tax for the qualifying group entity
is calculated at 8.25% on the first HK$2,000,000 of the estimated
assessable profits and at 16.5% on the estimated assessable profits above
HK$2,000,000.

No provision for Hong Kong Profits Tax had been made as the Group did
not generate any assessable profits in Hong Kong during the six months
ended 30 June 2022.

DIVIDENDS

No dividends were paid, declared or proposed during the current interim
period (six months ended 30 June 2022: nil). The directors of the Company
have determined that no dividend will be declared and paid in respect of
the current interim period (six months ended 30 June 2022: nil).

EARNINGS/(LOSS) PER SHARE

The calculation of the basic earnings/(loss) per share is based on the profit/
(loss) for the period attributable to ordinary equity holders of the Company,
and the weighted average number of ordinary shares of 334,394,000 (six
months ended 30 June 2022: 334,394,000 in issue during the period.

The calculation of basic earnings/(loss) per share is based on:

AR ERAR S M E R M

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

Fig®im s (@)

It - A B K 5 E E B2 E 2,000,000
TC A 51 FE RR A s A1) K2 2,000,000 7% 7T LA
EH BT ERBCER T D B428.25%
K16.5% FREFTHEBFESH -

HRAEEREBEEZE T -_—F A
ZSTHLEANERTEREBELMM
JERBUREF - AW ERETEFGH
TEH B -

iz =

RARHEE ARFAMERN &
ESGEZRRNBRE (BEZT-_FX
AZ+HLEREA &) KAARES
BEEEHM TS HATHE T IR &K
MRE (BE_Z-_—F~A=+H81
NEA ) -

sREFN(BE)

BRERAN, (BE) 28 ER
AAREBERFEE ABGEHERGF
/(B18) RERB BT L @A MEF
19 $0334,394,000 0% (BEz—ZT - —

SNAZ+HBIENEA 334,394,000 %) ©

FREARRBR, (BE) THREAT

Six months ended 30 June
BEAA=1THILEAEAR

2023 2022
—E-=F —E-
RMB’000 RMB'000
ARBT ARBTT
(unaudited) (unaudited)
(REEZ) (REER)
(restated)
(#e&E5)
Earnings/(loss): BR(FE) -
Profit/(loss) for the period attributable to ordinary R T EFKR AT, (EE)
equity holders of the Company for the purpose  HYZA A ] E @R A ARG
of calculating earnings/(loss) per share HAEF,(EE) 50,655 (4,771)

EREEBERAERAT THHE 2023 /3



Notes to Interim Condensed Consolidated Financial Information

PSR S

IR E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

9.

10.

74 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023

EARNINGS/(LOSS) PER SHARE (Contd)

BREF, (EE) #)

Six months ended 30 June

BEANA=THLAEAR

2023 2022
—EC=F —F-—
(unaudited) (unaudited)
(REER) (REEZ)
Number of shares: ROEE :
Weighted average number of ordinary shares ~ BRI EBREARZ T, (EHE)
for the purpose of calculating basic B 38 A N T 1 B
earnings/(loss) per share 334,394,000 334,394,000
The Group had no potentially dilutive ordinary shares in issue during the AEERBE_ZT_=FRk_T__

six months ended 30 June 2023 and 2022. The diluted earnings/(loss) per
share amount is the same as the basic earnings/(loss) per share amount
for the six months ended 30 June 2023 and 2022.

MOVEMENT IN PROPERTY, PLANT AND EQUIPMENT/RIGHT-
OF-USE ASSETS

During the current interim period, the Group disposed of certain property,
plant and equipment with an aggregate carrying amount of RMB149,000 (six
months ended 30 June 2022: RMB24,000) for cash proceeds of RMB56,000
(six months ended 30 June 2022: RMB10,000), resulting in a loss on
disposals of RMB93,000 (six months ended 30 June 2022: RMB14,000).

In addition, during the current interim period, the Group acquired property,
plant and equipment and incurred expenditure on construction in progress
of RMB19,017,000 and RMB63,535,000 (six months ended 30 June 2022:
RMB48,911,000 and RMB29,798,000), respectively, for the purpose of
upgrading and expanding the service capacity of the Group’s hospital
operations and development of new medical facilities.

During the current interim period, the Group renewed or entered into new
lease agreements for the use of properties in the PRC for 2 to 5 years (six
months ended 30 June 2022: 2 to 5 years). The Group is required to make
fixed monthly payments. On commencement of the leases, the Group
recognised right-of-use assets and lease liabilities of RMB514,000 (six
months ended 30 June 2022: RMB1,918,000) each relating to those new
leases.

10.
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1.

12.

Notes to Interim Condensed Consolidated Financial Information

GOODWILL 1.

As at 30 June 2023, the net carrying amount of goodwill of the Group
represented the goodwill allocated to the cash-generating unit ("CGU") of
Z TR B E 1% & B R 2 7 (Anhui Hualin Medical Investment Co., Ltd.)
(“Anhui Hualin”) (the “Anhui Hualin CGU") amounted to RMB29,101,000
(31 December 2022: RMB29,101,000). For the purpose of impairment
assessment, the directors of the Company conducted reviews of Anhui
Hualin CGU containing the goodwill and determined that no impairment of
the CGU is required during the current interim period (six months ended 30
June 2022: nil).

AR ERAR S M E R M

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

[i5]

R -_=FA=1TH A&£EH
BRI ELHEFREEREGSER
RZ#EZR)BEELEM (R
SELEEN]) ([ZHEZRBESEE
BNuDABE EEREEAFEAAR
#29101,000c (ZE -+ A
—+—H: AR%29,101,0007T) ° 5t
BETEMS  AAREEHBIERE
BNLTEERRSELEMETR
TEEATHERNETHRSELS
MNERRE(HE_E &A=+
HIERMEA : #) -

]

ACCOUNTS AND OTHER RECEIVABLES 12. FBEUWERF R b U IE
At At
30 June 31 December
2023 2022
R-—E=-= R —F
RA=+tH +ZA=+—8
RMB’000 RMB'000
ARBF T ARETF T
(unaudited) (audited)
(REBER) (feEZ)
Accounts receivable JE W AR K 292,398 241,558
Less: Allowance for credit loss W EEEIERE (12,729) (11,939)
Total accounts receivable FEW BR R 458 279,669 229,619
Prepayments to suppliers TE A FE P RRIE 10,570 19,315
Deposit for acquisition of additional interestin -~ Wi —FHIEEZEMNB AR Z
a non-wholly owned subsidiary (note) BIMER RS (M) 16,200 =
Others Hith 33,819 34,569
60,589 53,884
Less: Allowance for credit loss B EEEIERE (2,950) (2,320)
Total other receivables E b e GIB 4R EE 57,639 51,564
Total accounts and other receivables JE L B 3R N H b U FRIE 48 RE 337,308 281,183
Note: On 5 May 2023, the Company entered into an acquisition agreement with Mizk  R—ZTE-—=FFRAFHAB AAFHEE
Dongguan Jiade Healthcare Investment Co., ltd. (e /EEEREGRA EREERRAEAERAR ((REE
7l) ("Dongguan Jiade”), the non-controlling shareholder of 40% equity interest &) (FEAELRER (Fx BHE13)
of Kangxin Hospital (as defined in note 13) (the “Vendor”), pursuant to which A0% PR RER) IEFERR IR ER) (B H D) 5T
the Company has agreed fo acquire the 40% interest in Kangxin Hospital from SWERE - Bt AAFEREM
Dongguan Jiade at a consideration of RMB108.0 million. Upon completion, B2 s U B B0 BE P A 40% IR A -
Kangxin Hospital will become a wholly-owned subsidiary of the Company. KREAEARKI080BE T - XK
Details of which are set out in the Company’s announcements dated 5 May % BELEREREANANTEENEB
2023 and 24 May 2023. As at the date of this interim condensed consolidated NEl - BEEAFEBEHNAATHEA -
financial information, the acquisition has not yet completed. E_=—"FRARBRER-E-_=FF
AZ+TOBEHNAE - RAF HARGRELR

BHBERBH  WEERRARTK
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Notes to Interim Condensed Consolidated Financial Information

ARG S M E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

12. ACCOUNTS AND OTHER RECEIVABLES (Contd)

The individual patients of the Group usually settle payments by cash, credit
cards, mobile payments or governments’ social insurance schemes. For
credit card and mobile payments, the banks and counterparties normally
settle the amounts approximately 30 days after the transaction date.
Payments by governments’ social insurance schemes normally be seftled
by the local social insurance bureau or similar government departments
which are responsible for the reimbursement of medical expenses for
patients who are covered by the government medical insurance schemes
ranged from 30 to 180 days from the transaction date. Corporate customers
will normally settle the amounts within 90 days after the transaction date by

12, FEURBRR K H Ah FE WK IR (48)

AEBNBEABA—
T FERINIBTLRASIHE -
HREARERFEIMN BTERS
HFRESAER S AHELNI0OXR
R - BBRFNLRAZIEE A
BEEREHEREXETERRNIER
FEERRTEAEARBEEER
AU A5 BBHEN T
302180 KN4 A °
M5 B EIE 90K N AR T8 BR 7 =X

BUABRE - EH

=)

AABFHE B

bank transfers. There have no change to the above pattern throughout the G IR o RS b H HA B % 3B A b
AR - P EE ) -

current and prior interim period.

The following is an ageing analysis of the accounts receivable, net of
allowances for credit loss, presented based on the revenue recognition

AT AER Y ER
FiT 2 51 80 FE YR SR (FORR(E BB R B

BHIERS R

date at the end of the reporting period: B BRER D AT -
At At
30 June 31 December
2023 2022

R-ZE-= nWZE=-——

ANA=+H +tZA=+—8H
RMB’000 RMB’000
AREF T ARETF T
(unaudited) (audited)
(REE®Z) (F&#EZ)
Within 30 days 30 KRIAR 128,293 103,728
3110 90 days 31E 90K 46,805 64,322
9110180 days 91E 180K 47,894 15,189
1810 365 days 181 £ 365K 19,038 16,829
Over 365 days HRiE 365 K 37,639 29,551
279,669 229,619
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13.

Notes to Interim Condensed Consolidated Financial Information

OTHER ASSET

On 23 May 2022, the Company entered into certain management
arrangements (“Management Arrangements”) with Silver Mountain Capital
Limited (“Silver Mountain”), an independent third party, pursuant to which
Silver Mountain has assumed management of the day-to-day operations
of Chongqing Kanghua Zhonglian Cardiovascular Hospital Co., Ltd. (E
B REE RO M E KR AR A ) (‘Kangxin Hospital”), a non-wholly
owned subsidiary of the Company, for a period of 20 years (“Service
Period”) subject to certain terms and conditions. Details of the Management
Arrangements are set out in the Company’s announcement dated 23 May
2022.

Pursuant to the Management Arrangements, Silver Mountain shall provide
a series of services with a view to improving and optimising the operations
of Kangxin Hospital including the intfroduction of a German medical group
“Artemed” to Kangxin Hospital to participate in daily management and
operations, overseas resources, domestic resources, research capabilities,
clinical achievement transformation, policy innovation, cooperation with
medical colleges, key scientific construction, medical informatics, medical
payment system, quality control, expert collaboration and cost control.

In return, Kangxin Hospital shall pay to Silver Mountain a fee of RMB20
million (the “Brand Introduction Fee”) to procure the introduction of
“Artemed”, and an annual fixed management fee of RMB10 million together
with variable management fee which is based on certain percentage of
Kangxin Hospital’s annual revenue during the Service Period. During the
year ended 31 December 2022, Silver Mountain had procured “Artemed”
to sign a trademark licensing agreement with Kangxin Hospital for a non-
exclusive right to use Artemed brand in Mainland China and the Group paid
the Brand Introduction Fee of RMB20 million to Silver Mountain. According
to the Management Arrangements, Silver Mountain shall refund a certain
portion of the Brand Introduction Fee paid to Kangxin Hospital under
certain circumstances, including, among others, in the event that Kangxin
Hospital is not able to achieve the growth of audited revenue based on an
agreed threshold during the performance period (i.e. the 12-month period
beginning from the 1st day of the month after the completion of the transfer
of management rights of Kangxin Hospital to Silver Mountain).

During the current interim period, Kangxin Hospital met the target growth
of revenue for the performance period and hence the Group shall not be
entitled to refund of the Brand Introduction Fee from Silver Mountain.

In the opinion of the Directors, the payment of the Brand Introduction Fee
is part of the Management Arrangements with Silver Mountain for its
services during the Service Period and the introduction of German medical
group “Artemed” brand could bring long-term benefits to the operations of
Kangxin Hospital, and accordingly, the Brand Introduction Fee is amortised
over the Service Period.

13.

AR ERAR S M E R M

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA

HWEE

RZE-_—_FRAA-+=R AR
EBYE=TRILERFRRD T(Ffﬁ%
WEAD) .J*“FEIEKEFUEEEK

BBk |RIWEAREAZEARAR

HFrEMNBRAREERER swuﬂjﬁﬁ
RERERAR ((BLEKR)WAR
BEEETE  REI205F ([RBH) -
WBZRRNE TIHRR LG - BEL

= — —

FOHFBHENARRERA-T =
iﬁﬂ + Em/\tto

*ETE@%E?HF'@EHJEK%%T}#—%
7§|Jﬁfﬁ% A ERELEREOE

CBIEREEE fﬁlfArTemedJQI
)\E?tlb SALBEBAEEEREE
/!9|\§/)? .Wé/}? ﬁﬂ’?‘fﬁgﬁ Eun
R R &1t - Eﬁlﬁ%”%ﬁ £ 58 B I A
EE - EHERER BEEFEEE.
BEINES B4 EXBE
KRR HE ) o

EABR ROUOERERKRILEAS
A B # 20,000,000 T & A ([ 5 &
SIAE ) ARSI A Artemed | » LA K
FETEREE ARE10,000,000 TERF
EREBHARLERFREN— T
P ENSIHERE - BHE_T -
F+=—A=+— Emiﬁ fEm,éiLK
B2 [ Artemed | EEFR /0N EE B 32 5] B 12
BRI HEAES EAEPIPWM%FH
Artemed MR FIEBRIER) - REEE
MR 1L & A AR % 20,000,000
MmESIAE - RBEBEEELHE KA
FHERT  RILERMELEBRRE
WA RIESIAE - BIE (AP E1E)
fis] B2 /00 B8 B R DA B 29 HARR (BN SERK [A)
RILEAEZRLERNEERED
%—ﬂEEIMW’J]ZMH;HHF‘EW&T%EE@
[REZRLERKENEE -

RAREERE BOBRNEQHR

ERWSRREERE A ANEEER
ERBPUENRERESIAE -

BERE I RESIAEEREE
WESRINE A ERGSEIEZHE—
o 5| AMEBEESEE [ Artemed | fh

Al RE LB S BT REEMS -
Rt - mhE s AE R RIS B A -
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Notes to Interim Condensed Consolidated Financial Information

FRERRRRAR S

IR E R

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

14.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

14 BAFEFABENERERE

At At
30 June 31 December
2023 2022
R=EBZ=F RKRIT__—
~B=+H +=ZA=+—H
RMB’000 RMB’000
ARBT R ARBTT
(unaudited) (audited)
(REEZ) (f&FEZ)
Structured bank deposits (note {i)) EBMRIT TR (B REG) 350,000 490,000
Fund investment (note i) HEeiE (Fax) 36,000 18,000
Portfolio investment fund (note |iii) KEBEEE (KL - 64,449
386,000 572,449
Analysed for reporting purpose as: MBmEERTLOT
Current assets mENEE 350,000 490,000
Non-current assets ERBEE 36,000 82,449
386,000 572,449
Notes: B 5T -
(i) The Group has structured deposits with commercial banks/financial (i) REERTFEMPERT S BE

(ii)

78 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023

institutions in the PRC for variable investment returns. All these structured
deposits are with maturities of less than six months and the principal is
generally renewed when matured.

During the year ended 31 December 2021, the Group entered into
a partnership agreement with two independent third parties for the
establishment of a fund, namely, Guangdong Bosong Kanghua Equity
Investment Partnership, LP. (ERSAMEREREREG B EE (BRE®),
a limited partnership established under the laws of the PRC. The purpose of
the fund is to achieve investment returns and capital appreciation through
carrying out investment, investment management and other activities in
accordance with PRC laws, business scope under business registration and
the partnership agreement. To the extent permitted by the applicable laws,
the fund will invest primarily in the fields of medical services, biotechnology,
medical equipment, and medical informatics. The initial term of the fund shalll
be seven years. As at 30 June 2023, the fund had made equity investments in
two (31 December 2022: two) unlisted companies and the aggregate carrying
amounts of the equity investments was RMB36,000,000 (31 December 2022:
RMB18,000,000), which were measured at fair values.

(ii)

b @
NN

BEEEBUEFEFARDATEZRE
L3 - EREEBEERNESA
PRANER R —RNZIPRHES -

BE_ZT_—F+-_A=+—H8L
FE -AKEEMABIE =715
muEe (MERARFEERERE
EREEX(BERAR)  —HKRESD
BOERRIMNERABEE)TLE
BiE R BNEREPBEERE -
FAEELETHNREBERARW
#OBABETRE REEELEM
R BRREDMRNEARNEE - £
ERARAETFNEER %é‘rﬁi%
RENERIRT - EWRI - BFR
MRk ERESBEEY - EENUR

HRA+E R-_E-=F A=+
A E¢B¥mE(CE__F+=
A=+—H :mME) RLEmAGED

RERE  BREREREmAEAA
R 36,000,000 (Z T = — &+ —
B=+—H8: AK%18,000,000T)
WIENFEFE -



14.

Notes to Interim Condensed Consolidated Financial Information
AR RR 4 S B FE E R 5

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFITORLOSS 14, RAFEGTABRMNEMEE

(Contd) (#&)

lil ~ The Group has a portfolio investment fund as part of the Group’s cash i) AEEREREHSERER/RLESE
management activities. The underlying portfolio of which includes a mixture EReERESN—HD - AR
of shares that are primarily listed in Hong Kong. The portfolio investment BEHAPRIZEAETE LTaRG
fund was maintained by a discretionary fund manager and measured at fair HE - BEHEESHERETES
value. As at 31 December 2022, the Group intended to invest in the fund for BB IR AFEAE R T
long-term purposes and the portfolio investment fund was classified as non- T+ A=1+—8H  AEE#
current assets, and measured at fair value. During the current interim period, REEMNEEES  HEKREES D
the Group changed its investment strategy and redeemed the fund. BRIERDEE  WRATEAS -

RAPEHAR - REENSERER
BEWEEES o
15.  ACCOUNTS AND OTHER PAYABLES AND PROVISION 15. FEER H TR R B
At At
30 June 31 December
2023 2022
F—q—_i —E_
RMB’000 RMB’000
AR®F T ARBFT
(unaudited) (audited)
(REER) (feEZ)

Accounts payable eI BRFR 313,990 348,810

Accrued expenses AR 85,324 106,224

Receipts in advance (note) FEUL FRIE (M 3E) 185,891 197,085

Payables for acquisition of property, WEEYI 2 - BB Rk B R

plant and equipment KIB 27,618 36,607

Other tax payables H R HIE 2,357 3,669

Others H A 34114 24,182

Other payables H e 5B 335,304 367,767

Sub-total accounts and other payables FEAS BR 3R N b B A< FRIE /R T 649,294 716,577

Provision for medical dispute claims ERANDRERE 2,426 1,234

Total accounts and other payables and JRE AT BR 30 B EL A FE AT RIB A R

provision B 651,720 717,81

Note: Included in the balance are contract liabilities of RMB47,461,000 (31 December
2022: RMB42,961,000) and advances from the PRC social insurance bureau of
RMB138,430,000 (31 December 2022: RMB154,124,000) for the daily hospital

operations of the Group.

The credit period of accounts payable is from 30 to 90 days (31 December

2022: 30 to 90 days) from the invoice date.

MisE - AR B A N A B AR K 47,461,000

T(ZEZ=ZF+=ZA=+—H8: A
R #42,961,0007T) & 2K B 1 Bl 4L R
5 89 T8 5 ZXA R #5138,430,000 7T (=
T+ -_A=+—H: AR¥
154,124,0007T) * AR AL B 1 BBt
MAEES -

ENEREFRNEESRAAREE LT
30FWRH (—E——F+-_A=+—

B

©30F90R) °
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Notes to Interim Condensed Consolidated Financial Information

HFHARBAAR & B S & B &
For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

15. ACCOUNTS AND OTHER PAYABLES AND PROVISION (Contd)

15, FEASBRARN R EL AR FEAY RRIA R

BB ()
The following is an ageing analysis of accounts payable based on the date R EBARERYE B AR AR
of receipt of goods at the end of the reporting period: BERE DT -
At At
30 June 31 December
2023 2022
R-ZBEZ=ZHF RZ-T_—
~A=+H +=ZA=+—8H
RMB’000 RMB'000
AREF T ARETTT
(unaudited) (audited)
(RBER) (f85=%)
Within 30 days 30K AR 92,160 94,494
3110 90 days EXIES 139,064 124,444
9110 180 days 91180 K 41,948 77,870
18110 365 days 1812 365K 18,893 26,086
Over 365 days HBiE 365 K 21,925 25,916
313,990 348,810
16. BANK LOANS 16. RITER
At At
30 June 31 December
2023 2022
RIBEZ=H pRZIZE_—
~A=+H +=ZA=+—8
RMB’000 RMB'000
AREEF T ARBTTT
(unaudited) (audited)
(RBER) (fe&5=%)
Variable rate secured bank loans (note a) BHEMRTERCEHAX) (KiiEa) 262,655 243,004
Fixed rate secured loan (note b) BHEFPER(EEME) (H3Eb) 34,049 37,929
296,704 280,933
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Notes to Interim Condensed Consolidated Financial Information
R HISRR AR S BT R E R AT

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

16. BANK LOANS (Contd) 16. IRITEFRE)
At At
30 June 31 December
2023 2022
RIEZ=F RZ-ZT—_—
RNA=+H +tZH=1+—H
RMB’000 RMB'000
ARBT R ARBTTT
(unaudited) (audited)
(REERZ) (JeEZ)
Analysed into: Pakilv=1
Bank loans repayable: IRITERA A TREERE
Within one year or on demand —FARIRER 30,930 28,822
In the second year B F 31,249 29,139
In the third to fifth years, inclusive FoFEFENTF (BIEEREMT) 99,055 87,257
Beyond five years BBAF 135,470 135,715
296,704 280,933
Notes: Bt 5
() As at 30 June 2023, the Group had two variable rate secured bank loans (a) ﬁ@%giiiﬁﬂ =ap E|\ ' $§E§
which carried inferest at (i) benchmark interest rate for loan offered by the HAMEGEBRTER(E
People’s Bank of China (“Benchmark Inferest Rate”) adjusted annually from EyF &) - RS ANBRRA
the draw down date; and (i) Loan Prime Rate announced by the National HA 8 $ 0 E’\] PR ARBIT
Interbank Funding Center of China (31 December 2022: one variable rate REMNEREERF X ([REF
secured bank loan which carried inferest at Benchmark Interest Rate adjusted R]): Rl E2ERTHERE
annually from the draw down date). The effective interest rate of the secured FEFROAMEERERTE (=
bank loan is 5.70% (31 December 2022: 5.81%) per annum. The main purpose T F+-A=+—H —'fé
of the loan is to finance the payment for the phase two medical facility ZERRAMESFRAENEE
development of Kangxin Hospital and the construction development of the MEFBHEEFETERCF
Kanghua Qingxi Healthcare Complex (the Group's new elderly medical and @*‘Jz_—“)) o BEIMIRITE RN ER
healthcare complex development in Qingxi Town, Dongguan City on a land FHERRBEI0% (ZF_—F+ -7

parcel which was acquired in 2020 and the construction work of the main
facilities had commenced in 2021).

As at 30 June 2023 and 31 December 2022, the bank loans was secured with
the key terms and securities pledged as follows:

(i) financial guarantees provided by the Company, Mr. Wang Junyang,
the chairman of the Group, 3 & 3= X A # A R 2 &, a company
controlled by Dongguan Xingye Group Co., Ltd. ("Xingye Group”) which
is a controlling shareholder of the Company, and Dongguan Jiade
(collectively referred to as the “Guarantors”);

=+—H:581%) - BEXREZEHRA
BEOBRE_REREELENRE
BE URREFENDRAER
FIEs (AEBURREMBEE—IR
W ENFTEFEERELRAER
BIEE R_ZE_TFWREZEL
B BFEZEREHELLREER=Z
——FFI) -

RZE_=Z=FA=Z+HERZZE
——F+=-A=+—8 " RTEXE
BR ETZEFEEEBESFOT ¢

il AARA - - AEEXIELEES
FE REMRAOTERA
Al (—MAARAERKRER
EmEEEEARAR ([HE
EBDESORR) KRER
& (R IERAD RO
PR
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Notes to Interim Condensed Consolidated Financial Information
AR RR 4 S B FE E R EE

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

16.  BANK LOANS (Contd)

Notes: (Cont'd)

(a)

(b)

(Contd)

(ii) share pledges over the equity shares in Kangxin Hospital held by the
Company and Dongguan Jiade ; and

liil  leasehold land held by a subsidiary of the Company (31 December
2022: nil).

As at 30 June 2023 and 31 December 2022, the fixed rate secured loan
represented a financing arrangement with Industrial and Commercial
Bank of China Leasing Co., Ltd., an independent third party. Pursuant to
the arrangement, the Group has transferred legal title of certain items of
medical equipment to Industrial and Commercial Bank of China Leasing
Co., ltd., which shall then be leased back for use by the Group. Upon expiry
of the lease term, the Group has an option to repurchase these items of
medical equipment at a cash consideration of RMB1. At 30 June 2023, the
carrying amount of these items of medical equipment was approximately
RMB17,094,000 (31 December 2022: RMB21,040,000), and is guaranteed by
the Guarantors.

The transfers of these medical equipment do not satisfy the requirements
of IFRS 15 to be accounted for as a sale of assets. The Group continued to
recognise the transferred assets and initially recognised a secured loan in an
amount equal to the proceeds obtained by the Group. The loan carried an
effective interest rate of 6.74% (31 December 2022: 6.74%) per annum and
would be settled by quarterly instalments until September 2027.

16. $R1T

GEX

(a)

(b)

CENE D)

=7

(&)
(&)

i)  HARFERERZEFEREL
Birr RO ER &

i) AAB—EHBRARAFAEN
HEL M (ZTEZ=ZF+=A
=t+—H8:8&) -

RZEZ_=FXA=+BEKk=F
——F+-A=+—8 " BEFMEHN
ERBERERBYE=-FTIHES
MEEERARGIIHMELHE IR
Baih AEEEKETRESRE
BHEMSEMAEREETIRERA
HEARAQR - HEKGEMER AR
SEERA - HAEWE  AEBEBE
NBREREARBILERZSZER
BEIEE N E_=FA=1+1"
ZEBEIEEENREERENAA
R #17,094000c (ZEZZ=F +=
A=+—H: AR¥21,040,0007T) -
WA ERAREER -

ZEERRBERINERUK
SEABSHER TN EREED
EAR - AEBEERACEREE
RS EReEBAERAEEER
PSS FIEND BRER - ERNE
BENEKR6TAI% (ZT_—F+=
A=+—H:674%) BEE-ZT -+
FHANRFEN HEER -

17. SHARE CAPITAL 7. BRZA
Number of
domestic Number of
shares H shares Share capital
REREE HREE (%N
‘000 ‘000 RMB'000
T T AREFL
At 1 January 2022 (audited), RZE-—_$—-A—B(E&H%)

31 December 2022 [audited) and “E-F+-RAE+-H(EER)R

30 June 2023 (unaudited) “E-ZFXAZHA(REER) 250,000 84,394 334,394
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Notes to Interim Condensed Consolidated Financial Information
AR RR 4 S B FE E R 5

18.  NOTES TO THE CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS

(a)

(b)

Major non-cash transactions

During the current interim period, the Group entered info new lease
arrangements for the use of leased properties. Upon the lease
commencement, the Group recognised approximately RMB514,000
(six months ended 30 June 2022: RMB1,918,000) and approximately
RMB514,000 (six months ended 30 June 2022: RMB1,918,000) of right
of use assets and lease liabilities, respectively.

Business combination and acquisitions

(i)

(ii)

On 22 January 2022, the Group acquired a 57.7% equity interest
in & ™ E R Z R EEIE AR R A ("Hefei Aikanghui’)
from independent third parties at a cash consideration of
RMB577,000. Hefei Aikanghui and its subsidiary & fETH & R 2
1B BR A A (collectively referred to as the “Hefei Aikanghui
Group”) were mainly engaged in providing home-based
elderly rehabilitation and care services in Hefei. The transaction
was completed on 22 January 2022. The book values of assets
and liabilities of Hefei Aikanghui Group, which is subject to the
finalisation of the fair value estimation at the date of acquisition,
and non-controlling interest amounted to approximately
RMB972,000 and RMB395,000, respectively. There is no
goodwill arose from this acquisition. The Group has elected to
measure the non-controlling interests in Hefei Aikanghui Group
at the non-controlling interests’ proportionate share of the Hefei
Aikanghui Group’s identifiable net assets. Net cash outflow
of RMB570,000 is derived by total cash consideration paid of
RMB577,000 less cash acquired of RMB7,000.

During the current interim period, the Group acquired
additional interest of 32.9% in Hefei Aikanghui from the non-
controlling shareholders at a consideration of RMB49,000 and
the change in value of the proportionate share of net assets
aftributable to non-controlling inferests of that subsidiary was
approximately RMB57,000.

18. B4R ERE

(a)

(b)

For the six months ended 30 June 2023
BE-_Z-_=FA=t+HLEAA

mERMEE

FTEHER2RH

RAREIEAR - KEBET L
HEZHE UWERBEEMZE -
TEMKE - NEBDRIERE
AREEELMHEBBEOHARE
514,000 (B Z—_E - —%,XH
=+ HIEAEA : ARE1,918,000
7T) M4 AN R #514,000 7 (B =
“E-CFEXNA=ZTHIEAEA
AE#1,918,0007T) ©

XA R

(i Eé‘_?__ﬁ A-+=
CAEEUREHREA
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ERERAR(ERER
B5S77%0 B GIEE
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EREREBARAR (&
%MAEE&EE‘“EIJ)I
ZHEAEEMRERERE
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Notes to Interim Condensed Consolidated Financial Information
AR RR 4 S B FE E R EE

For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

19. CAPITAL COMMITMENTS 19. BEZEIE
At At
30 June 31 December
2023 2022
HR-ZE—= RZE-—F
RA=tH +=ZHA=+—8H
RMB’000 RMB'000
AREEF T ARKET T
(unaudited) (audited)
(REER) (f8&E%)
Capital expenditure in respect of property, A ERERAR & BB E KR EATAY
plant and equipment contracted for but BERBEOYE  BEREZED
not provided in the interim condensed BERFX
consolidated financial information 219,458 262,531

20.

RELATED PARTY DISCLOSURES

In addition to the transactions, balances and commitments disclosed

20. BEELHE

BrHERReMBEN BTN

elsewhere in the interim condensed consolidated financial information, the BRENXS B ROREIN K&
Group had entered into the following significant related party transactions: BEEIANERBEBAIRS
As at/ As at/
For the For the
six months six months
ended 30 June  ended 30 June
2023 2022
NRIBZ=ZF RZT—_Z=
~A=+B/ RA=t+A/
Name of related companies Relationship Nature of transactions HEZAL BEZAL
ik NSE ] 1R RH5ME ~MEA 7 E A
RMB’000 RMB’000
ARBTT ARETT
(unaudited) (unaudited)
(REER) (CREER)
Kanghua Group Shareholder Interest expenses on 2,877 3,673
lease liabilities
FRESE R MEBEZASHAX
Lease liabilities 90,849 119,588
ME&E
Lease payment 18,042 16,852
MEMK
Dongguan Tongli Enterprise Certain key management Interest expenses on 551 704
Co., Ltd. personnel of the Group have lease liabilities
ownership interest
RETRANEXERLRA AEEETTIEERAEH MEABZAERX
BHAERER Lease liabilities 17,409 22,916
HEBE
Lease payment 3,457 3,231
B
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Notes to Interim Condensed Consolidated Financial Information

AR ERAR S M E R M

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

20. RELATED PARTY DISCLOSURES (contd) 20. BB AIE &)
Compensation of key management personnel TEEEBEABHMN
Key management personnel includes directors and supervisors. The FEERAEBREERESZ XA
remuneration of the key management personnel during the current interim hEAEAfE  FEBEIBABREHBAOT
period is as follows:
Six months ended 30 June
HEARA=THL~ER
2023 2022
—E-=F —E-—
RMB’000 RMB'000
AREEF T ARBT T
(unaudited) (unaudited)
(REBER) (REER)
Fees we 540 540
Salaries and allowances e RoRhh 1,046 1,169
Retirement benefit schemes contributions RRAE FIET B (R 35 34
1,621 1,743
CONTINGENT LIABILITIES 2. HAREE

21.

Certain subsidiaries of the Company are involved as defendant in
certain medical disputes arising from its normal business operations.
Except for those disputes with provision made as disclosed in note 15,
the management of the Group believes that the final result of other
medical disputes with total claims of RMB12,110,000 (31 December 2022:
RMB13,983,000) as at 30 June 2023 will not have a material impact on the
financial position or operations of the Group and the amount of outflow,
if any, cannot be determined with sufficient reliability prior to judicial
appraisals. Accordingly, no provision is made in this regard.

AARETHBRAREABESEYS
E-REBLEEPEENETEE
W - B BRTEER LS UBE
EREEN  AEBEERERERZ
E-ZFRNAZTH SRABREA
R#12,10,000c (ZE=-—-F+_-A
=+—H: AR%13,983,0007T) 9 H
HmEFEUANHRRERETIEHEASE
EMPF KRRk EBERERATE
M58 (NE) AR BAZE FE A
FENASEHLEEE o E Ut - A E W&
BLULVE L B -
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Notes to Interim Condensed Consolidated Financial Information

HFHARBAAR & B S & B &
For the six months ended 30 June 2023
HE-_Z-_=FA=1+HIL~EA

22. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 22.

Other than the financial assets carried at fair value as detailed in the
following table, the directors of the Company consider that the carrying
amounts of other financial instruments that are recorded at amortised cost
in the inferim condensed consolidated financial information approximate

their fair values.

All assets and liabilities for which fair value is measured or disclosed in
the interim condensed consolidated financial information are categorised
within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole:

° Level 1 - based on quoted prices (unadjusted) in active markets for

identical assets or liabilities

o Level 2 — based on the valuation techniques for which the lowest level
input that is significant to the fair value measurement is observable,

either directly or indirectly

. Level 3 — based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is unobservable

THMTANQAFENE

BTRAFALRAFEINROSRE
E RRRIESRR - WBHKAK
R HERAZEA T HER P AR
e T ANRESREELAFERE -

R HBRAGRAMBER P EHE
BEAVEMNMBEEERAE  ARE
HAFEAEEREMS BEANKIE
ARl ABBE TARNTFEERNE
K

s FA-ERNHEREEXREN
AR IZ ) PR E RS CREHE)

o B -ERNMBERM EhH
NFEFENEBERNRER
Pl A BUIE B B R EEBE

o FDA-ERGERN EFY
NP EFEMNEBEANRER
BB AZIE ST RIBE

Fair value Fair value

as at as at
30 June 31 December Fair value
2023 2022 hierarchy

R-E=-= WN—E—-—

ANA=+H +ZHA=+—H NEE
HAFEE EO/NSSIE] s

Financial assets RMB’000 RMB'000

TREE ARET T ARBTT

(unaudited) (audited)

(REER) (F&FE%)
Portfolio investment fund - 64,449 Level 2
REHEES ER
Fund investment 36,000 18,000 Level 3
ESIRE E=4
Structured bank deposits 350,000 490,000 Level 2
EBMERITER EFER
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Notes to Interim Condensed Consolidated Financial Information

22. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

23.

(Contd)

During the current interim period, the increment in the fund investment
measured at Level 3 of RMB18,000,000 (six months ended 30 June 2022:
RMB8,000,000) represented the amount purchased. There were no fair
value change for this fund investment during the periods. In addition, there
were no transfers between Level 1 and 2 during the periods.

EVENTS AFTER THE REPORTING PERIOD

On 14 July 2023, the Company entered into a supplemental agreement
with Silver Mountain to extend the term of the Management Arrangements
relating to Kangxin Hospital (as disclosed in note 13). The Company is in the
process of finalising the details and implementing the plan of the demerger
to carve out the land and buildings from Kangxin Hospital, including the
acquisition of 40% interests in Kangxin Hospital as disclosed in note 12. The
Company is also in negotiation with Silver Mountain regarding a disposal
of a controlling stake in Kangxin Hospital (after the demerger is completed).

Upon the completion of the disposal of a controlling stake in Kangxin
Hospital, the demerged company will become an associate to the
Company. As atf the date of this interim condensed consolidated financial
information, the demerger as described above was not yet completed.

22.

23.

AR ERAR S M E R M

For the six months ended 30 June 2023
BHEZTZ-=FA=1+RHI1EXEAR

THMTENAFEFE#E)

RAPRERN REZLAENESE
ZiE e AR%18,000,000T (B E-F
TTERAZTHIEREAR  ARE
8,000,000 T) IEfEE & & - HiN - AE
SRETEANFEES - o E—
A ERLEE — A 2 R A HA P I 4 K o

RERREE

RZE-_=F+A+MH A 7FHE
BILEARFT L — DA EAERRE
DEREELZHEMHIR (M EI13FT
WE) - ARFEERTCHA LT E D
Wt BIARE LB DR RIEF
B R B R0 B8 BT 40% HE 25 (N BT 712
FrigEe) o ANA RN IEFE 2288 |1 & A5t
HEROERIZRE (DIFTKE) E
FTHERS ©

B BRI R E SRS A
A AR MBS AT o WAF
BEREANEEARBS LRS R
CELE
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Definitions

Adjusted EBITDA

<

[4

e

EBITDA

2

Anhui Hualin

[ Z R

Anhui Hualin Group
[ BEREE

Audit Committee
[EZLE g

Board of Directors or Board
X34

CG Code
[ ER<TRI
Company

[ARaE]]

Controlling Shareholders

[ B B R

Director(s)

[E=%]

88 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2023

the earnings before accounting for bank and other interest income, interest expenses,
taxes, depreciation and amortisation, fair value gain/loss on financial assets at fair value
through profit or loss and investment income from financial assets at fair value through
profit or loss and exchange gain/loss

BRERTT REAMABWA - FIBRAX - THIE - EREE BRAFEAABRNTSR
BEANTEKZ BB RATESFABENSREERERARER Kz BB
AT H) & 7]

Anhui Hualin Medical Investment Co., Ltd. (£ &1 75 28 B R & B R A 7)), a limited liability
company established in the PRC on 19 December 2016 with 57% of its equity interest being
held by Dongguan Kanghua Medical Rehabilitation Investment Company Limited (5 52 5
#EREBHEIREFR AT, our wholly-owned subsidiary and 43% held by Hefei Haihua
Enterprises Management Consulting Partnership (Limited Parinership) (& JE /& 1 1> % & 12
BHERLE(BMRAE)), anindependent Third Party

ZHEREEREERAT  RZE—R"FT AT NBEFREKRIHERAA -

Ho7hRERBMNE2EMNBARRSREREREREFRAAFEE + &k43%
HBYE=F6EERCXEEFZANECREXE(BERER)HE

Anhui Hualin together with the entities the results of which are consolidated into its financial
statements
TRHERERRESHIET BRI OER

the audit committee of the Board
EETEEZEZEY

the board of Directors of the Company

ARREES

the Corporate Governance Code contained in Appendix 14 to the Hong Kong Listing Rules

BB LR RIS+ O E KR EERTRD

Guangdong Kanghua Healthcare Co., Lid. (& 5 E 2 & /& 3% 5 A& BR 2 &), a joint stock
limited liability company established under the laws of the PRC, the H Shares of which are
listed on the Main Board of the Hong Kong Stock Exchange (Stock code: 3689)
BREEEBBERNARAF  —KBBHEEEKINROHERAR - EHRNE
PR A AT E AR BT (BRI 5% - 3689)

has the meaning ascribed under the Hong Kong Listing Rules and unless the context
otherwise requires, refers to Mr. Wang Junyang, Ms. Wang Aici, Kanghua Group, Xingye
Group, Mr. Chen Wangzhi, Ms. Wang Aigin and Xingda Property as a group of Controlling
Shareholders of the Company, and each of them, a “Controlling Shareholder”
ERERLTRAMETORE BRIEXBESEME BIEBHEE EFERELL
RESE EEEE REREE IEHLTREEVEER BRI REBRRE -
MmiKES 88— R ERERR]

the director(s) of the Company

RRABE=R
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Domestic Share(s)

[RE K]

Group or we or our

NS AEAE:AEE

H Sharel(s)

[HAX

HK$ or Hong Kong dollars

[Tl

Hong Kong
(&

Hong Kong Listing Rules
[&& LEmHRA

Hong Kong Stock Exchange
[ &8 B2 PR

Huaxin Building
[ VE
Independent Third Party(ies)

o

(B E=77]

Kangdi Enterprise

Definitions

ordinary share(s) in the share capital of the Company, with a nominal value of RMB1.00
each, which are subscribed for and paid up in RMB and are unlisted Shares which are
currently not listed or traded on any stock exchange
ARARAFEREABEAARELOTIEAARERERGZRAN LB - W E
EEAARERAESRRZ M ETRRHNIELETHRND

the Company and its subsidiaries
EAN/NSIDNENiG )= NC]

overseas listed foreign invested ordinary share(s) in the ordinary share capital of the
Company, with a nominal value of RMB1.00 each, listed on the Main Board of the Hong
Kong Stock Exchange

RRAEBREAFFREEARELOOTTHIRIN EHINE BmAR - REBBZAA
FRET

Hong Kong dollars, the lawful currency of Hong Kong
BT BEETES

the Hong Kong Special Administrative Region of the PRC
B EF B RITTHR

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
as amended, supplemented or otherwise modified from time to time
(BERBMARGMBRARER EMRAD - BTRERT - MRk A M7 &K

The Stock Exchange of Hong Kong Limited
ERBMARGMBRRAT

refers to the complex (2 0, #) at Kanghua Hospital which was commissioned to provide
VIP healthcare services
BREBRELE  BEoRRESEBERYE

Any entity or person who is not a connected person of our Company within the meaning
ascribed thereto under the Hong Kong Listing Rules

REEELTRA - FENES EWARRE THRE - WIERNQBREEALHEM
B AL

Dongguan Kangdi Enterprise Co., Ltd. ((RZE T BE 7 & 2 A R A ), a limited liability
company established in the PRC on 25 July 2014 with 50% of its equity interest held by
Mr. Wang Zhengren (£ B 1) and 50% by Ms. Wang Keying (E 7] &), all of whom are
members of the Wang Family, being cousins of Mr. Wang Junyang. Kangdi Enterprise holds
a 15% equity interest in Renkang Hospital

RETRTEFARQA  —FZR_Z—WHFLtA-THREFEKINERAF
EREHETBCAEREAELETRFENS REHREIRZGOXNERTEL
FTEMELREL - BT EENMCRB A 15% 1R HE

EREEEERNAR DA P EHRE 2023
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Definitions

Kanghua Group

[FRESHE ]

Kanghua Hospital

[ERE B b

Kangxin Hospital

[EE B8P

Model Code
[E2E=F Al

08G
(B ERH

PRC or China
[ F =

PRC Company Law

[FREREDE]

Prospectus
[HBRERE ]

Dongguan Kanghua Investment Group Co., Ltd. (R Hm EE R EE B AR A 7)),
a limited liability company established in the PRC on 29 March 2002 and one of the
Controlling Shareholders holding approximately 59.06% interest in the Company. It is
owned as to 97.46% by Mr. Wang Junyang and as to 2.54% by Ms. Wang Aici. Kanghua
Group, Mr. Wang Junyang, Ms. Wang Aici, Xingye Group, Mr. Chen Wangzhi, Ms. Wang
Aigin and Xingda Property are acting together as a group of Controlling Shareholders
REMREREEEAERAG — KR T _F=A-T+NBEHREXKIHER
RARBMAER —2ERKER  HEARALS9.06%#%0 EARBRERELHEER
ITERERLTERI46% % 254% - REERE - TEHLLE  EFRLL  HEEHEH
BREEASELE - TR T NEEYRIFERS —EERRE —B1T8

Dongguan Kanghua Hospital Co., Ltd. (5 55 5 2 2 Bt B R 2 &), a limited liability
company established in the PRC on 15 September 2005 and a wholly-owned subsidiary of
the Company

REREZEBRAERAG —ZXR_ZZRFNAATABEFEKINERAR - B
RARBNZEWNERF

Chongging Kanghua Zhonglian Cardiovascular Hospital Co., Lid. ( & B B & 52 B 0 M &
TR BB A BR A A]), a limited liability company established in the PRC on 10 June 2014 and a
non-wholly owned subsidiary of the company

EEREFBONERBREBRAF  — KR _E—WFA+BEREXIHE
REFEARAKARBIFE2EMBRF

the Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix
10 to the Hong Kong Listing Rules
BELTRAMSETAE( LT ETAZEETETESRXHNELETR

obstetrics and gynaecology

fm E T

the People’s Republic of China
hEARLM

the Company Law of the People’s Republic of China (# # A & £ M B A 7 )%), as
amended and adopted by the Standing Committee of the Twelfth National People’s
Congress on 28 December 2013 and effective on 1 March 2014, as amended,
supplemented and otherwise modified from time to time

(REARHAMBERARNE)  ASET_E2RARRKRGEBZEERN _E—=F
TZAZT N\BEIYEB BT -—HE=A—BRER  BTRHE] #MAk
LAE b 75 &2k

the prospectus of the Company dated 27 October 2016
ARREHA-ZT—AR"FTA-TLHENERER

> — /’
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Renkang Elderly Care Centre

[~ FEEERT

Renkang Hospital

[EER &b

Reporting Period
[HREH k[ $RE HAR ]

RMB
[ARE]

SFO

[7& % KR a5 P
Sharels)

[Rxtn ]

Shareholder(s)
[ A% 2R

subsidiary or subsidiaries
M=l

substantial shareholder(s)
[FERE]

Supervisor(s)

B2

Supervisory Committee

[EEFg]

Definitions

Dongguan Renkang Elderly Care Centre Co., Lid. (5 551 5z & 1 Ft A BR 2 7)), a limited

liability company established in the PRC on 27 September 2017 and a wholly-owned

subsidiary of Renkang Hospitol

%%1 RERBRBRA —%5\_7 TFNA T EEERBEKINHAREE
NE] BRICERES Fnﬁ’]iﬁﬁﬁ)*

Dongguan Renkang Hospital Co., Ltd. (R 5 {Z & & ft & R 2 &), a limited liability
company established in the PRC on 23 August 2005 with 57% of its equity interest being
held by the Company, 15% by Kangdi Enterprise, 15% by Ms. Zhang Dandan and 13% by
Ms. Wang Aier, respecﬁvely

RECRERERAR  —KR_ZEZAF N\AZT+=ZBEFEXINERRD
HEED B BAR 7 F%E% RARLEREERLEFERS7%  15% 5%&
13%

the six months ended 30 June 2023
BE-_Z-_=FA=1+BI~EA

the lawful currency of the PRC

REAE R

the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

BREDESNEC(ES LB FEPD) ETRER] - R IAEM T R EH)

sharels) in the share capital of the Company, with a nominal value of RMB1.00 each,
including the Domestic Share(s) and the H Sharel(s)

AA TR R E A R1.00 7T MR - BIERE R H

holder(s) of the Share(s)
EHEE A

has the meaning ascribed thereto in the Companies Ordinance (Chapter 622 of the laws of
Hong Kong)
BB EBEDNE 622 (A AMEHN I T 5% A8RE

has the meaning ascribed thereto in the Hong Kong Listing Rules
BEEEB LWAAETZANRE

the members of the Supervisory Committee

EEEKE

the Company’s supervisory committee established pursuant to the PRC Company Law

RRAFTMRBRERRERINESS

EREEEERNAR DA P EHRE 2023

91



Definitions

Tongli Enterprise

[RANEX]

Wang Family
[ERKK]

Xingda Property

Xingye Group

[ &EE]

%
%

Dongguan Tongli Enterprise Co., Ltd. (R3[| /7 & % B R 2 7]), a limited liability
company established in the PRC on 23 June 2003 with 43% of its equity interest being held
by Ms. Wang Aigin, 29% by Ms. Wang Aici, 15% by Ms. Zhang Dandan (5% 7+ 7}) and 13%
by Ms. Wang Aier (£ & 52), respectively, all of whom are members of the Wang Family,
being aunts of Mr. Wang Junyang. Pursuant fo a nominee arrangement among the Wang
Family, (il Ms. Wang Aici (an aunt of Mr. Wang Junyang) agreed to hold 16% of her equity
interest in Tongli Enterprise on behalf of Mr. Wang Junyang; (il Ms. Wang Aigin (an aunt of
Mr. Wang Junyang and the spouse of Mr. Chen Wangzhi) agreed to hold 15% and 6.5%
of her equity interest in Tongli Enterprise on behalf of Mr. Wang Junyang and Mr. Chen
Wangzhi, respectively; and (i) Ms. Wang Aigin agreed to hold 15% of her equity interest in
Tongli Enterprise on behalf of Mr. Wang Wencheng (T 3 k)

REMBEAOWBEEBERAR —ZREZE=FAZT=AAFPEKRIHNERA
A HREDHEEHRL EERLL FAAXKEIREERLEFHFFA%

29% ~ 15% % 13%  REBDB/ERFKGHKEREELG LENERHER - RIFEKX
RIEPHRBALZH ()| ERRA L (EZHRENGR]) IERREELLAERE
HRRANEX 6% #ER : i)l EEHR L (EZHRENGEE NRERSEAENRS) R
ERREBDALERREREEDIFAERB NER15%Ea R 6.5% s + K i)
IEPRTRAERRENKEERAERANE R 5% ER

The family members of the founder of the Group, the late Mr. Wang Jincheng (£ & ),
including (i) his children; (i) his siblings; (i the spouses of his siblings; and (iv) the children of
his siblings

REBEAPAERESHMAEENRKEKE - B0 EF22 ;i) ELBLBER 5 (i) H 2
BRI B - R liv) B LB R E)F &K

Dongguan Xingda Property Investment Co., lid. (R5c M EEWEK EHFR A 7)), a
limited liability company established in the PRC on 14 December 2001 and one of the
Controlling Shareholders holding approximately 8.22% interest in the Company. It is owned
as to 50% each by Mr. Chen Wangzhi and Ms. Wang Aigin. Xingda Property, Mr. Chen
Wangzhi, Ms. Wang Aigin, Mr. Wang Junyang, Ms. Wang Aici, Kanghua Group and Xingye
Group are acting together as a group of Controlling Shareholders
REMBEEVEREERAG  — ZR_ZET—F+T_ATHBEFREKIHNER
RARKEMER—BERRE  BHEARRGIA822%%m  HEARANREEREE
YR LT REAS0% - BEYE  HREKREE FEHLL TEBLLE ITBERLT
FRESERBEEEEER —EERBRR %7

Dongguan Xingye Group Co., Ltd. (R 521 #2 2 & B 5 IR A 7)), a limited liability company
established in the PRC on 15 April 1997 and one of the Controlling Shareholders holding
approximately 7.48% interest in the Company. It is owned as to 50% by Mr. Wang Junyang,
as to 48.0% by Dongguan Kangwei Industrial Investment Co., Ltd. (R 52 & & %1%
& B R A 7F) and as to 2.0% by Ms. Wang Aici, respectively. Xingye Group, Mr. Wang
Junyang, Ms. Wang Aici, Kanghua Group, Mr. Chen Wangzhi, Ms. Wang Aigin and Xingda
Property are acting together as a group of Controlling Shareholders
REmEXEEARAF  — KRR —NANEFOATRBEFRBKIMNBRATR
BMEP—ZZERRE  FERAENT748% s ERTEHLE  REmEE
BEXREBRATAIRTEREZ T HRIBEB50% - 48.0% % 20% - BEEE - TFH
TECITEBRERT  RESE REREE ITEHLLIREEVEER—EER
IR —BATE)

percentage ratio
ERalidsd=s

> — /’
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